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WOM sia — A DUTY TO THE PUBLIC —— 
WANTED 


For several months wounded World War II combat 
soldiers—in the short sound motion picture “No Help 
Wanted’’—have been telling the true story of the hard 


road back to their places in the nation’s business and 
industry. 





Millions of Americans have seen this vivid film upon 
the screens of major theaters in cities from coast to 
coast; their enthusiasm stands as evidence of its sincerity 
and worth. 


Now a 16 mm. version of “No Help Wanted” is being 
made available for you to sponsor in group showings in 
your own community. It can be secured for scheduled 
exhibitions, without cost, simply by writing to the Amer- 
ican Mutual Alliance. 


The National Association of Mutual Casualty Companies 
produced '’No Help Wanted” because mutual insurance 
wished to go on record as testifying that physically 
handicapped workers, properly placed, are among the 
safest and most efficient of employees—that it is good 
business to hire the physically handicapped. 


As a representative of mutual insurance you owe it to 
= your own community to arrange during the coming 
months as many local showings of "No Help Wanted” 
as possible. That is your part in the mutual insurance 
campaign to encourage the hiring of disabled veterans 


and other physically handicapped workers. 


And the time to write for details of how this can be done 
is now. 


AMERICAN MUTUAL ALLIANCE 


NATIONAL ASSOCIATION OF MUTUAL CAS- 
UALTY COMPANIES ... FEDERATION OF 
MUTUAL FIRE INSURANCE COMPANIES 
... NATIONAL ASSOCIATION OF AUTOMO- 
TIVE MUTUAL INSURANCE COMPANIES 


E 919 NORTH MICHIGAN AVENUE 


CHICAGO 




















LEO A. MINGENBACH 


President 


FEDERATION OF MUTUAL FIRE INSURANCE COMPANIES 


EWLY-ELECTED president of the Federation of Mutual Fire In- 
surance Companies is Leo A. Mingenbach, executive vice-presi- 
dent of the Hardware Dealers Mutual Fire Insurance Company, Stevens 
Point, Wisconsin. The new President previously had served as the 
Federation’s vice-president. Recently he was chosen also as vice- 
president of the National Association of Mutual Insurance Companies. 
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PUBLIC RELATIONS NEED GROWING 
IN FIRE AND CASUALTY INSURANCE 


F all the types of business carried 

on in the United States there 
would seem none in which good rela- 
tions with the public are as important 
as they are in the insurance business. 
Such relations upon a mass scale are 
not achieved by thinking kind thoughts 
about a vague body called the Ameri- 
can people, nor even by giving scrupu- 
lously fair treatment to such members 
of the public as insurance happens to 
come into contact with. They are 
achieved by the planning and carry- 
ing out of intelligent and organized 
“public relations” programs designed 
to attain definite objectives. This is 
an activity in which many important 
business institutions, other than insur- 
ance, have been engaged for years. 


The first reason why insurance 
should be so greatly concerned with 
its public relations is because the busi- 
ness is affected with a public interest, 
and this has led to regulation by pub- 
lic authority. In few fields is there 
as much regulation as is found in in- 
surance; bills affecting insurance con- 
stitute a rather substantial percentage 
of the material presented to most state 
legislatures for enactment. Good re- 
lations with the general public, and 
with the legislators presumed to re- 
flect their views, are an obvious ne- 
cessity in this area if the problems of 
insurance are to receive sympathetic 
handling. Legislators now are not 
overly friendly toward insurance. 
Some are openly hostile, many more 
are bored with it. 


The second reason why insurance 
should be greatly concerned with its 
public relations is because so much of 
its success depends upon public confi- 
dence—confidence that the companies 
will remain solvent, confidence that 
both the letter and spirit of their con- 
tracts will be carried out, confidence 
that management is operating with the 


public interest in mind. It takes con- 
fidence for the public to understand 
that there is much more involved in 
operating an insurance company than 
paying losses, and that in consequence 
rates must be maintained at a level 
which takes operating expense into 
consideration. It is confidence that 
leads the public to believe that insur- 
ance companies are concerned with 
protecting the interests of their poli- 
cyholders, and that they are not eager 
to avoid their responsibilities through 
invoking technicalities. Confidence is 
what satisfies the public that insurance 
companies are operated in such a way 
as to have funds available when they 
are needed, even though few under- 
stand the details of insurance under- 
writing and finance. At present there 
is a very considerable section of the 
public which does not have as much of 
this confidence as it could be educated 
to have. 


A third reason why insurance 
should be greatly concerned with its 
public relations is because its contacts 
tend to be with people who are under- 
going stress. It delivers the most im- 
portant part of its product—the loss 
payment—to people who are in 
trouble. In fire insurance and casualty 
insurance there is certain to be some 
dissatisfaction upon the part of many 
claimants, no matter how fair and pa- 
tient the adjuster may be. There al- 
ways is the policyholder who knows 
nothing about coinsurance or contri- 
bution. There is always the third- 
party claimant who feels that he is not 
getting the money to which his injury 
entitles him. The fact that these 
people are under a temporary strain 
serves to magnify the impact upon 
their minds of what they consider un- 
fair treatment. These things are un- 
avoidable, to some extent, but decreas- 
ing this extent seems a job in which 
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intelligent and organized public rela- 
tions could be helpful. 


Since good relations with the pub- 
lic so obviously are of major import- 
ance to insurance, it would be thought 
that considerable attention must have 
been paid to this subject in the past. 
Anyone familiar with the business 
knows that this is not true. The life 
insurance companies — possibly _be- 
cause they do not have so difficult a 
problem, possibly because of their 
large size, possibly because they have 
done more and better thinking—have 
done the most in a public relations 
way. The casualty insurance com- 
panies began to see the need for im- 
provement of their public relations a 
few years ago, but still have a long 
road to travel to overtake more en- 
lightened business institutions in other 
fields. The fire insurance companies 
bring up the tail of the procession. 


Many insurance organizations think 
they have been very active in attempt- 
ing to improve their public relations 
over a long period. Investigation re- 
veals that most of them have confused 
sales promotion with public relations. 
There is no question that sales are 
very important in insurance, furnish- 
ing the life-blood of the business. But 
selling is not everything. Insurance 
companies do not necessarily create 
satisfactory public feeling toward 
themselves by selling larger amounts 
of insurance coverage, or even by 
selling insurance policies to a larger 
percentage of the public. If intelli- 
gent public relations is coupled with 
this expansion, better public feeling 
may well result. But if increased sales 
volume is not backed up by intelli- 
gent public relations, then insurance 
companies merely are increasing their 
exposure. They simply are widening 
the area in which complaints and bad 
feeling can arise. 


Worse, much of the sales promo- 
tion which passes for public relations 
has not even been directed toward 
widening the market for insurance 
and insurance services. Much of the 
effort in the past has been expended 
in attacking competitors, upon the 
outmoded theory that it is more im- 
portant for some company or group 
to grab a larger share of the existing 
insurance market than it is to expand 
the market for insurance generally. 
The foolishness of a few years ago, 
when attempts were made to under- 
mine mutual insurance by smearing it 
as the entering wedge of Communism 
in the United States, illustrates the 
point. Upon a peanut scale the effort 
of the Indiana Association of Insur- 
ance Agents to prohibit by law the 
selling of insurance upon anything but 
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a commission basis furnishes another 
example. 


Probably much of this business was 
due to the fact that amateurs were 
allowed to play with dangerous tools. 
The current quickening of interest in 
the subject of insurance public rela- 
tions, with experts devising the pro- 
grams to be followed, gives promise 
of much greater progress. Such a 
program seems to be that which the 
National Board of Fire Underwriters 
is just now putting into operation, 
with the assistance of the regional fire 
underwriters’ associations and the 
National Association of Insurance 
Agents. 


If the public relations professionals 
reported to be in charge can keep the 
hands of irresponsible spirits in the 
stock fire insurance business away 
from the controls, and a constructive 
job of telling the fire insurance story 
to the public can be done, perhaps the 
standing of insurance with the public 
will begin to improve. No sarcasm 
is intended in the comment that it is 
about time this came to pass: 


ALIEN INSURANCE 


y tm effort currently being made 
by the Chamber of Commerce of 
the United States of America, through 
its insurance department, to ease the 
restrictions which make it difficult for 
American insurance companies to 
write a satisfactory volume of busi- 
ness in foreign countries seems to this 
publication worthy of commendation. 
There may be reasons why United 
States carriers canriot hope to become 
important factors in insurance 
throughout the world—such as pro- 
visions in our own laws prohibiting 
them from operating as the carriers 
of other countries operate—but cer- 
tainly they are not so apparent as to 
be obvious. The activity of the Cham- 








ber of Commerce should serve to 


bring them to light, if they exist. 


The insurance companies of other 
countries often have followed the 
tides of their foreign commerce, and 
in the case of England at least the 
revenue from overseas insurance has 
become an important element in the 
national economy. It would be strange 
if insurance companies so magnifi- 
cently solvent as some of those in this 
country proved unable to hold their 
own throughout the world, even if 
there are a few underwriting tricks 
in the world insurance business which 
they would be required to learn 
through experience. American busi- 
ness organizations in other fields seem 
to acquire the know-how necessary to 
survive in world competition with in- 
credible swiftness. 


The Journal of American Insur- 
ance has been interested for many 
years, in a purely inquisitive sort of 
way, in the question of why the writ- 
ings of United States insurance com- 
panies are confined almost entirely to 
the United States and Canada, when 
the insurance companies of other na- 
tions write a tremendous volume of 
business within the United States. 
The first detailing of the highlights 
of the United States operations of 
alien and alien-controlled insurance 
companies appeared in these pages 
more than ten years ago, and bringing 
the figures up to date has become an 
annual feature. We are more than 
pleased that someone else is becoming 
inquisitive, even if the angle of ap- 
proach differs somewhat. 


FIRE CONFERENCE 


F ttagsa eat) the sponsors of 
the President’s Highway Safety 
Conference, held in Washington last 
May, have become sufficiently con- 
vinced of the effectiveness of the na- 
tional conference approach to believe 
that the mounting fire toll can be 
halted by holding another conference. 
The President’s Fire Conference, 
therefore, has been scheduled for May 
6-8 in Washington, and fire insurance 
leaders and others interested in the 
subject are cooperating actively to 
make it a success. 


In the past fire protection has not 
been dramatized so fully as traffic 
safety, both because fire loss has been 
with us longer, and because the pub- 
lic generally has looked upon fire 
more as a destroyer of property rather 
than as a destroyer of lives. But any 
insurance man knows that fire is prob- 
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ably the most dangerous hazard with 
which we have to contend; when it 
gets out of hand its victims can num- 
ber hundreds in a single catastrophe, 
as against the comparatively small 
number of individuals involved in 
even the worst automobile disaster. 
The hotel fires of the past year have 
spotlighted the role of fire as a killer, 
and it may be that the time is at hand 
when effective fire prevention activity 
can be inaugurated. 


There is one suggestion which this 
publication would like to offer. It is 
that, when the fire program has been 
agreed upon and put into effect 
throughout the nation, a continuing 
appraisal of how well the Confer- 
ence’s recommendations are being car- 
ried out be made available to the pub- 
lic. Last year’s Traffic Safety Con- 
ference assigned a number of tasks 
to the states and to organizations. In 
midyear the traffic death curve turned 
downward, and the Conference was 
given some credit for this result. But 
there was no way of determining the 
extent to which this credit was de- 
served. Right now it would be diffi- 
cult to find out, from any central 
source, how completely the jobs as- 
signed in the various committee re- 
ports at the Traffic Safety Conference 
have been carried out, or how much 
progress the various detailed pro- 
grams have made. 


The weakness of fire prevention 
programs always has been a lack of 
specific follow-up. If this could be 
corrected the President’s Fire Con- 
ference might mark the long overdue 
turning point in the fight against fire. 


HANDICAPPED WORKERS 


HEN casualty insurance com- 

panies generally became actively 
interested in the problem, the idea of 
hiring physically handicapped work- 
ers to handle important and respon- 
sible jobs in American business and 
industry was something of a novelty. 
A photograph of a worker operating 
a standard machine, with the aid of a 
prosthesis, was good for a two-column 
cut in any newspaper. 


It is gratifying to note that the 
physically handicapped worker is be- 
ginning to lose his news and pictorial 
value. The attitude that, properly 
placed, he can handle a considerable 
variety of jobs has become so wide- 
spread that the idea is coming to be 
taken for granted. As long as the 
physically handicapped worker is not 
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permitted to lapse to the status of a 
forgotten man, as he once was, this 
development is highly desirable. The 
common desire of such workers seems 
to be to win consideration upon the 
basis of their work abilities, and with- 
out being given any special treatment. 
There can be little doubt that, during 
the war and afterward, they demon- 
strated fully their ability to at least 
hold their own, and in many cases 
they made outstanding records. 


These lines are not to suggest that 
casualty insurance companies are re- 
sponsible for this result. The victory 
was won by the physically handi- 
capped themselves, with the aid of a 
great many organizations and individ- 
uals that have been plugging away at 
the problem for a long time. It is 
satisfying to think, however, that the 
concentrated activities of casualty in- 
surance companies in this field helped 
to give the program the lift that seems 
likely to make it a continuing success. 


TALE OF WOE—1946 


NE of the points about the month 

of January is that it offers an 
opportunity to read the reviews of 
the previous twelvemonth which busi- 
ness leaders in various fields contrib- 
ute to the year-end editions of trade 
publications. We have been going 
over one of the better ones—the an- 
nual insurance edition of the New 
York Journal of Commerce — and 
right now there is some doubt in our 
mind whether the insurance business 
is here to stay. 


Either almost everyone in the busi- 


ness is having trouble, or the ones 
who are doing all right cannot be per- 
suaded to set their facts and opinions 
down in black and white. 


Without going any further than 
the headlines one learns that aviation 
writings are seen as_ unprofitable, 
that experience in the casualty lines 
has not been satisfactory, that the 
fidelity and surety branch is facing 
many uncertainties, that the boiler 
business was unprofitable, that 1946 
fire losses were near a record, and 
that fire insurance had many a head- 
ache in the past year. 


The marine underwriters seem to 
be the only ones to buck the trend; 
their headline says they found 1946 
fairly satisfactory. The others who 
did not reveal any concrete bad news 
were a little vague about how they 
are getting along, perhaps intention- 
ally. Thus the accident and health 
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branch pointed out that it remained 
the leading casualty line, inland ma- 
rine reported that it is growing rapid- 
ly, the agents stressed the fact that for 
them opportunities abound, life insur- 
ance made the faintly aloof statement 
that it is aiming at education. 


Feeling certain that we had just 
happened upon a bad year, and that 
the uneasiness could be dissipated by 
going back a little, we made a point 
of looking into the 1946 and 1945 
annual insurance issues of the same 
publication. It helped a little, but not 
much. Things were tough in those 
days too. 


A year ago the bonding business 
was on reduced income, fire insurance 
faced great uncertainty as to the fu- 
ture, danger was seen ahead in the 
housing program, insurers were cau- 
tioned to alert themselves for moral 
hazard, and experience was worse in 
the burglary line. Marine underwrit- 
ing results were satisfactory, of 
course, inland marine reported that 
it was growing rapidly, the accident 
and health branch pointed out that it 
is the leading casualty line. 


Two years ago casualty profits were 
lower even though premium volume 
rose, adjusters had a difficult year, 
and to the fire insurance branch 1944 
was a continuing nightmare. Inland 
marine reported that it was growing 
rapidly, the accident and health branch 
pointed to a big increase in volume, 
and the burglary operators apparently 
were pleased over an increase in pre- 
miums which led to bad loss exper- 
ience a year later. 


The one tower of strength in a 
shifting.-world was the Association of 
Casualty and Surety Executives. In 
1945 it reported that it was engaging 
in many activities. In 1946 it reported 
itself as very busy. In the most re- 
cent annual issue it reported itself as 
dealing with great present day prob- 
lems. 


In the current state of the insur- 


ance business looking forward to read- 


ing the reviews which will appear in 
print in January, 1948, seems akin 
to waiting for the next episode in a 
radio soap opera or the next install- 
ment of a comic strip. Will fire insur- 
ance get over its headaches and night- 
mares? Will casualty experience im- 
prove as premium volume grows? 
Will inland marine continue to grow? 
Will accident and health remain the 
leading casualty line? Will oppor- 
tunities for agents continue . to 
abound ? 


Only the fact that the Association 
of Casualty and Surety Executives 
will be busy can be relied upon. 
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SOME COMMENTS ON THEIR CURRENT STATUS 


HEN the members of the Com- 

mittee on Federal Legislation 
and Rates and Rating Organizations 
of the National Association of Insur- 
ance Commissioners—and the repre- 
sentatives of the national insurance 
associations making up the Insurance 
All-Industry Committee — assembled 
in Chicago on January 21, they had 
reached the end of a long climb that 
began twenty months ago. 





The 1944 opinion of the Supreme 
Court of the United States in the 
South-Eastern Underwriters Associa- 
tion case holding insurance to be com- 
merce, and passage by the 79th Con- 
gress in 1945 of Public Law 15, had 
made it necessary that laws providing 
effective regulation of the business of 
insurance be enacted before January 
1, 1948, if extension of some degree 
of Federal regulation of insurance 
were to be avoided. Since the summer 
of 1945 the two groups, one repre- 
senting the insurance-buying public 
and the other representing the insur- 
ance business, had heen trying to ham- 
mer out suggested legislation which 
would meet Federal requirements and 
still prove reasonably satisfactory to 
all the interests involved. 


When the Chicago meetings ended 
on January 25, the most important of 
the tasks to which the committees 
had set themselves twenty months be- 
fore apparently had been completed. 
With the exception of a single word 
final agreement had been reached upon 
two suggested bills—one concerning 
regulation of property insurance rate- 
making, and one concerning regula- 
tion of casualty insurance and surety 
rate-making. Commonly known as 
the “Commissioners-All Industry Rate 
Regulatory Bills,” they represent a 
series of compromises between virtu- 
ally all elements of the insurance busi- 
ness in the United States. 


The result is so important because 
it became apparent, soon after the 
committees set to work, that regula- 
tion of rate-making unquestionably is 
the key to effective regulation by the 
states of the insurance business. Con- 
certed action by insurance companies 
is regarded as an absolute necessity in 
the making of rates—the loss exper- 
ience of many carriers must be pooled 
in order to secure a reliable basis for 
the estimation of future losses. Yet 
concerted action in the making of in- 


surance rates would be in conflict with 
the Federal anti-trust laws, which 
Public Law 15 promised would begin 
to apply to insurance January 1, 1948, 
in the absence of effective state regu- 
lation. Only the working out of state 
laws which would provide effective 
enough regulation to permit concerted 
action in insurance rate-making seem- 
ed enough to preserve the system of 
exclusive supervision of insurance by 
the states which has been developed 
over the past seventy-five years. 


The official statement issued by the 
Insurance All-Industry Committee 
after the meetings read: 

“The National Association of In- 
surance Commissioners, through com- 
mittee representatives, and the All-In- 
dustry Committee at Chicago came to 
full agreement in respect to the Cas- 
ualty and Surety, and the Fire, Mar- 
ine, and Inland Marine Rate Regula- 
tory Bills, with but one exception— 
‘underwriting profit.’ The All-Indus- 
try Committee at Chicago reached 
unanimous agreement on modified 
versions of amendments to Section 
4(a) and Section 5(e) of the rate 
regulatory bills, which amendments 
were proposed by the National Asso- 
ciation of Independent Insurors and 
adopted at the December, 1946, All- 
Industry meeting, two members dis- 
senting. The Commissioners did not 
take any final action on those amend- 
ments in December. At Chicago on 
January 24 the Commissioners’ Com- 
mittee accepted the revised versions 
of the amendments as unanimously 
agreed upon by the All-Industry Com- 
mittee, thus putting that Committee 
and the Commissioners’ Committee in 
full agreement upon the provisions of 
the All-Industry Committee bills with 
the single exception of ‘underwriting 
profit,’ which is still the subject of 
study by the Commissioners, though 
the All-Industry Committee is in ac- 
cord upon inclusion in the bills of the 
term ‘underwriting profit.’ As ap- 
proved by the All-Industry group and 
the Commissioners’ Committee at Chi- 
cago, the Independent Insurors’ 
amendments now read: 

“Section 4(a) 
sil— 

“*ca) Every insurer shall file with the 
(commissioner) every manual of classifi- 
cations, rules and rates, every rating plan 
and every modification of any of the fore- 
going which it proposes to use. Every 


of the Casualty 


such filing shall state the proposed effective 
date thereof, and shall indicate the char- 
acter and extent of the coverage contem- 
plated. When a filing is not accompanied 
by the information upon which the insurer 
supports such filing, and the (commission- 
er) does not have sufficient information to 
determine whether such filing meets the 
requirements of the Act, he shall require 
such insurer to furnish the information upon 
which it supports such filing and in such 
event the waiting period shall commence 
as of the date such information is furnished. 
The information furnished in support of a 
filing may include (1) the experience or 
judgment of the insurer or rating organiza- 
tion making the filing, (2) its interpreta- 
tion of any statistical data it relies on, (3) 
the experience of other insurers or rating 
organizations, or (4) any other relevant 
factors. A filing and any other supporting 
information shall be open to public inspec- 
tion after the filing becomes effective.’ 


“Section 4(a) of the Fire Bill— 


“*(a) Every insurer shall file with the 
(commissioner), except as to inland marine 
risks which by general custom of the busi- 
ness are not written according to manual 
rates or rating plans, every manual, mini- 
mum, class rate, rating schedule or rating 
plan and every other rating rule, and every 
modification of any of the foregoing which 
it proposes to use. Every such filing shall 
state the proposed effective date thereof, 
and shall indicate the character and extent 
of the coverage contemplated. When a fil- 
ing is not accompanied by the information 
upon which the insurer supports such filing, 
and the (commissioner) does not have 
sufficient information to determine whether 
such filing meets the requirements of the 
Act, he shall require such insurer to furnish 
the information upon which it supports such 
filing and in such event the waiting period 
shall commence as of the date such infor- 
mation is furnished. The information fur- 
nished in support of a filing may include 
(1) the experience or judgment of the in- 
surer or rating organization making the fil- 
ing, (2) its interpretation of any statistical 
data it relies upon, (3) the experience of 
other insurers or rating organizations, or 
(4) any other relevant factors. A filing and 
any other supporting information shall be 
open to public inspection after the filing 
becomes effective. Specific inland marine 
rates on risks specially rated, made by a 
rating organization, shall be filed with the 
(commissioner ).’ 


“Section 5 of the Casualty Bill— 


“*(e) No manual of classifications, rules, 
rating plan, or any modification of any of 
the foregoing which establishes standards 
for measuring variations in hazards or ex- 
pense provisions, or both, and which has 
been filed pursuant to the requirements of 
Section 4 of this Act shall be disapproved 
if the rates thereby produced meet the re- 
quirements of this Act.’ 


“Section 5 of the Fire Bill— 


““(e) No manual, minimum, class rate, 
rating schedule, rating plan, rating rule, or 
any modification of any of the foregoing 
which has been filed pursuant to the re- 
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quirements of Section 4 of this Act shall 
be disapproved if the rates thereby pro- 
duced meet the requirements of this Act.’ 

“The Committees further studied 
proposed fair practices acts for con- 
sideration by state legislatures, and 
reached full agreement on the pro- 
visions of such a measure at the state 
level, with only two exceptions. These 
exceptions are the language to be used 
in Section 4(a)4 in defining boycott, 
coercion and intimidation as an unfair 
method of competition and the neces- 
sity of including a provision which 
would state that the enumeration of 
unfair methods of competition and 
unfair or deceptive acts and practices 
in the business of insurance is not ex- 
clusive or restrictive or intended to 
limit the powers of the commissioner 
under the omnibus provision. The 
All-Industry Conference Committee 
was directed to continue negotiations 
with the Commissioners’ Committee 
in an effort to reconcile their differ- 
ences. 


“No changes were made in the leg- 
islative proposal dealing with personal 
accident and health insurance which 
was agreed upon by the All-Industry 
Committee and the Commissioners’ 
Committee at the December meeting. 


“Mr. Joseph F. Follmann, Jr., of 
the Bureau of Personal Accident and 
Health Underwriters served as chair- 
man of the meeting. Henry G. Wood 
of the Equitable Life Assurance So- 
ciety of the United States, who has 
acted as secretary at all previous meet- 
ings, served again in that capacity. 
The Committee adopted a resolution 
extolling the late Dave E.' Satterfield, 
Jr., who had been closely associated 
with the activities of the All-Industry 
Committee, and directed that a copy 
of the resolution be forwarded to his 
family and to the Life Insurance As- 
sociation of America ‘as an expression 
of the deep regard in which he was 
held by all.’ 


“The Commissioners at their mid- 
winter meeting on December 11, 1946, 
had accepted the All-Industry Robin- 
son-Patman proposals, and the pro- 
posals relating to personal accident 
and health insurance. This, therefore, 
leaves the Commissioners and the All- 
Industry Committee in very substan- 
tial agreement on all issues which have 
occupied their attention for some 
eighteen months, and gives impetus to 
the program of submission of the Rate 
Regulatory Bills to the state legisla- 
tures in current and coming sessions 
in 1947. It was the consensus of many 
in attendance at the Chicago meeting 
that with full agreement on the 
amendments to Section 4(a) and Sec- 
tion 5(e) of the Rate Regulatory 
Bills, as between the Commissioners’ 


JouRNAL OF AMERICAN INSURANCE 


Committee and the All-Industry Com- 
mittee, the chances for enactment of 
the rating bills were very considerably 
enhanced.” 


M2: of those interested in in- 
surance legislation are familiar 
with the text of the fire insurance and 
casualty insurance rate regulatory bills 
which were approved by the member- 
ship of the National Association of 
Insurance Commissioners at the or- 
ganization’s last annual convention at 
Portland, Oregon, in June of 1946. 
These bills previously had received 
the unanimous approval of the Insur- 
ance All-Industry Committee. 


Some dissatisfaction thereafter be- 
gan to be expressed with language 
used in the two bills regarding filing 
of rates. The original bills required 
that filings must be accompanied by 
the information upon which the in- 
surer supported the filing, and some 
companies—especially those not mem- 
bers of rating bureaus—apparently 
felt that it would not always be pos- 
sible to furnish this information. The 
consequence was that the National 
Association of Independent Insurors 
proposed four amendments to the bills 
which had been agreed upon, and the 
Insurance All-Industry Committee ac- 
cepted the amendments, with two dis- 
senting votes. 


Apparently these amendments were 
not entirely satisfactory to the insur- 
ance commissioners, as represented in 
their Committee on Federal Legisla- 
tion and Rates and Rating Organiza- 
tions, for they were not the amend- 
ments to the agreed bills accepted at 
the Chicago meetings. The four 
amendments accepted at Chicago were 
an outgrowth of the amendments pro- 
posed by the National Association of 
Independent Insurors — commonly 
known as the Moser Amendments— 
but are regarded as giving Insurance 
Commissioners greater authority than 
would have been given them under the 
Moser Amendments. 


Except in a few states, where local 
pressures have been brought, the 
Commissioners-All Industry bills have 
been well accepted in legislatures 
throughout the country. 


A quick survey as of the end of 
January of the forty-four state legis- 
latures meeting this year, which may 
not be complete and for which indul- 
gence is requested in case there are 
minor inaccuracies, gives the follow- 
ing national picture: 


ALABAMA. No bills have been 
introduced. Fire and casualty rate 
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regulatory legislation was passed in 
1945. 


ARIZONA. Two rate regulatory 
bills patterned after the final version 
of the Commissioners-All Industry 
measures—one fire and one casualty 
—have been introduced. 


ARKANSAS. A fire rate regula- 
tory bill, similar to the original Com- 
missioners-All Industry bill with the 
Moser amendments, has passed both 
houses. A similar casualty bill, and a 
casualty bill of the California type, 
have been introduced. 


CALIFORNIA. A combined fire- 
casualty rate regulatory bill based on 
the final Commissioners-All Industry 
bills, and a combined independent fire- 
casualty rate regulatory bill, have been 
introduced. 


COLORADO. The final Commis- 
sioners-All Industry fire and casualty 
rate regulatory bills have been intro- 
duced by title. The Colorado Insur- 
ance Commissioner has also intro- 
duced his own versions. An unfair 
trade practices bill, and a bill permit- 
ting fixing of motor vehicle rates on 
the Massachusetts plan, have been in- 
troduced. 

CONNECTICUT. A bill concern- 
ing insurance company interlocking 
directorates has been introduced. Fire 
and casualty rate regulatory legisla- 
tion was passed in 1945. 

DELAWARE. The proposed new 
insurance code contains an all-line rat- 
ing article. 

DISTRICT OF COLUMBIA. 
Two casualty rate regulatory bills— 
essentially the Commissioners-All In- 
dustry bill with the Moser amend- 
ments—have been introduced. Fire 
rate regulatory legislation was passed 


in 1944. 


FLORIDA. No bills have been in- 
troduced. Fire and casualty rate reg- 
ulatory legislation was passed in 1945. 


GEORGIA. No bills have been in- 
troduced. 


IDAHO. The Insurance Commis- 
sioner proposes his own versions of 
the Commissioners-All Industry bills. 


ILLINOIS. Rate regulatory legis- 
lation is being studied by an Interim 
Study Commission, and bills have not 
yet been introduced. 


INDIANA. The final Commission- 
ers-All Industry fire and casualty rate 
regulatory bills, with workmen’s com- 
pensation excluded, have been intro- 
duced. Other bills include a fire bill 
similar to the Commissioners-All In- 
dustry measure with the Moser 
amendments; a casualty maximum 
rate bill permitting secret cut-rate 
filings, from which workmen’s com- 
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pensation is excluded; and a work- 
men’s compensation bill permitting 
secret cut-rate filings. 

IOWA. Fire and casualty rate reg- 
ulatory bills following the Commis- 
sioners-All Industry final measures 
have been introduced. 

KANSAS. No bills have been in- 
troduced. Casualty rate regulatory 
legislation was enacted in 1945. 

MAINE. Bills to regulate fire and 
casualty insurance rating have been 
introduced by the Insurance Commis- 
sioner. 


MARYLAND. No bills have been 
introduced. Fire and casualty rate 
regulatory legislation was enacted in 
1945. 

MASSACHUSETTS. Ten fire 
and casualty rate regulatory bills 
have been introduced, including the 
final versions of the Commissioners- 
All Industry bills. 


MICHIGAN. 


been introduced. 


_MINNESOTA. The Insurance 
Commissioner has sponsored intro- 
duction of fire and casualty rate reg- 
ulatory bills in both houses. 
MISSOURI. 


been introduced. 


MONTANA. A combination fire 
and casualty rate regulatory bill, fol- 
lowing the pattern of the final Com- 
missioners-All Industry bill, has been 
introduced. 


NEBRASKA. Fire and casualty 
rate regulatory bills patterned after 
the final Commissioners-All Industry 
measures have been introduced, as has 
an unfair trade practices bill. 


No bills have yet 


No bills have yet 


NEVADA. A combination fire and 
casualty rate regulatory bill similar to 
the final Commissioners-All Industry 
bills have been introduced. : 


NEW HAMPSHIRE. Bills to 
bring the present law on fire and cas- 
ualty rate regulation, and on licensing 
of rating organizations, into line with 
the Commissioners-All Industry rec- 
ommendations have been introduced, 
as has an unfair trade practices meas- 
ure. 

NEW JERSEY. No bills have 
been introduced. An all-line rate reg- 
ulatory measure was enacted in 1944. 

NEW MEXICO. No bills yet have 
been introduced. 

_ NEW YORK. Three bills amend- 
ing the present all-line rate regulatory 
law have been introduced. ; 

NORTH CAROLINA. No bills 
have been introduced. Fire and cas- 
ualty rate regulatory laws were passed 
in 1945, and workmen’s compensation 
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and automobile rate regulatory laws 
preceded them. 


NORTH DAKOTA. Fire and 
casualty rate regulatory bills follow- 
ing the Commissioners-All Industry 
pattern have been introduced. 

OHIO. No bills yet have been in- 
troduced. 

OKLAHOMA. No bills yet have 
been introduced. 

OREGON. Four bills, including 
fire and casualty rate regulatory meas- 
ures following the Commissioners-All 
Industry recommendations, have been 
introduced. 

PENNSYLVANIA. A commis- 
sion still is making studies, and rate 
regulatory bills have not yet been in- 
troduced. 

RHODE ISLAND. A legislative 
commission still is making studies, 
and rate regulatory bills have not yet 
been introduced. 

SOUTH CAROLINA. The report 
of a legislative committee on insur- 
ance code revision has been submitted, 
containing rate regulatory recommen- 
dations, but bills have not yet been 
introduced. 


SOUTH DAKOTA. Fire and cas- 
ualty rate regulatory bills following 
the Commissioners-All Industry final 
measures have been introduced, to re- 
peal the casualty law passed in 1945 
and the old fire rating law amended 
in 1945. An unfair trade practices 
bill has been introduced. 

TENNESSEE. No bills have been 
introduced. Rate regulatory measures 
were passed in 1945. 

TEXAS. No bills yet have been 
introduced. Texas already has all-line 
rate regulation. 


UTAH. The proposed insurance 
code contains a firé and casualty rate 
regulatory article following the Com- 
missioners-All Industry recommenda- 
tions. 


VERMONT. A combination fire 
and casualty rate regulatory bill em- 
bodying substantially the Commission- 
ers-All Industry recommendations has 
been introduced. 


WASHINGTON. The proposed 
new insurance code includes a com- 
bination fire and casualty rate reg- 
ulatory article. 


WEST VIRGINIA. Five rate reg- 
ulatory bills have been introduced, in- 
cluding the Commissioners-All Indus- 
try fire and casualty rate regulatory 
measures. 


WISCONSIN. An _ amendatory 
bill adding the Commissioners-All In- 
dustry recommendations to the fire 


rate regulatory law has been intro- 
duced. 


WYOMING. Fire and casualty 
rate regulatory bills have been intro- 
duced, as has a bill permitting fixing 
of motor vehicle rates on the Massa- 
chusetts plan. 


T will be many months, of course, 
I before a comprehensive report can 
be made upon the changes in tne pat- 
tern of insurance regulation approved 
by 1947 legislatures. Some of the 
sessions continue into the summer 
months, and the bills may not be acted 
upon until late in these sessions. In 
some states study commissions are 
considering what sort of bills should 
be introduced, and this activity may 
continue for some time. There is the 
possibility, naturally, that when a 
commission has spent many weeks or 
months in studying possible rate reg- 
ulatory legislation, the course of pas- 
sage of the bills it recommends may 
be expedited considerably. 


What will happen in case there are 
states which do not pass effective in- 
surance regulation is not yet clear. If 
insurance rates are unregulated, or 
weakly regulated, the assumption is 
that some measure of Federal regu- 
lation will become effective next Jan- 
uary. Passage of insurance legislation 
by Congress apparently will not be 
necessary ; the mere application of the 
Sherman Act, the Clayton Act, the 
Federal Trade Commission Act, and 
the Robinson-Patman Act to insur- 
ance would force great changes in 
present rate-making methods. 


If the situation should make un- 
regulated competition necessary, pre- 
sumably there would be very strong 
competition on rates, with the larger 
companies able to survive the losses 
which would be involved, but with 
possible embarrassment to smaller or- 
ganizations whose financial strength is 
hardly great enough to stand any con- 
siderable drain. If it becomes neces- 
sary to operate for a time at inade- 
quate rates, possibly some rearrange- 
ment of the compensation of agents 
and brokers will have to be worked 
out to meet the situation. In a very 
large number of states, however, it 
seems probable that effective regula- 
tion following the pattern of the Com- 
missioners-All Industry recommenda- 
tions will prove acceptable. The fact 
that every aspect of the regulatory 
problem was explored by those with 
the most comprehensive knowledge of 
the business—public officials and in- 
surance leaders alike—in drafting the 
suggested bills is considered likely to 
carry considerable weight when legis- 
latures reach the point of making their 
final decisions. 
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THE YEAR OF DECISION 
IN THE LEGISLATURES 


E are told that we live in the 

Atomic Age, and many a speech 
and editorial and radio program bear 
witness to it. Our language is en- 
riched by many a metaphor with an 
atomic base. So you will not be sur- 
prised when I succumb to the obvious 
and say that on June 5, 1944, the 
forerunner of the atomic bomb fell 
on the insurance world in the form 
of a decision of the United States 
Supreme Court in the South-Eastern 
Underwriters Association case. 


Like the atomic bomb its coming 
had been foreshadowed, but nonethe- 
less when it did come, it found the in- 
surance world quite unprepared for 
the shock. The decision upset prece- 
dents running back seventy-five years. 
In that three-quarters of a century 
the insurance business had grown 
great, under state regulation and un- 
der self-regulation, settled in the well- 
founded belief that it was not com- 
merce, so could not be interstate com- 
merce, so could not be subject to the 
Sherman and other anti-trust acts 
dealing with interstate commerce. 


But in the S.E.U.A. case, a minor- 
ity of the court by a vote of four to 
three, only seven of the nine judges 
participating, upset a long line of de- 
cisions which had supported the belief 
that insurance was not commerce, and 
held that insurance is commerce and 
that, as it crosses state lines, is inter- 
state commerce. The significance of 
that decision to the insurance world 
can hardly be fully realized by one 
not of that world. Through sanction 
of specific state laws, or by common 
consent without specific legislative 
authority, as a natural evolution, co- 
operative practices, including agree- 
ments respecting the rates charged for 
insurance, had grown up in the fields 
of suretyship, casualty, fire, marine 
and inland marine insurance. On June 
5, 1944, the day of the decision, many 
of these cooperative practices, and 
certainly the practice of making of 
insurance rates by concert of action, 
were outlawed. 


On that date the National Associa- 
tion of Insurance Commissioners was 


By Ray Murphy 


assembled in convention at Chicago, 
and as usual, great numbers of people 
from the insurance world were there. 
It is needless to say that there was 
some confusion and some dismay but, 
despite consternation, the Commis- 
sioners and’ the industry soon settled 
down to business. There was then 
pending in the United States Senate 
the so-called Bailey-Van Nuys bill, 
and in the United States House of 
Representatives a companion bill, 
which, if passed, would have granted 
exemption from the Sherman and 
Clayton Acts to the business of in- 
surance. They did not become law. 


In November, 1944, the Committee 
on Federal Legislation of the Nation- 
al Association of Insurance Commis- 
sioners offered certain legislative pro- 
posals to the Congress, designed to 
preserve regulation and taxation of 
the business of insurance by the states. 
The proposals did not become law in 
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their exact form, but they became in 
major substance and in many respects 
in exact lanugage, Public Law 15, 
79th Congress, effective March 9, 
1945. That law provides for continued 
regulation and taxation of the insur- 
ance business by the states. It does 
not grant to the insurance business 
outright exemption from the anti- 
trust acts, but continues the ban of 
the Sherman Act against acts or 
agreements of boycott, coercion and 
intimidation. It provides that on and 
after January 1, 1948, to which time 
a limited exemption is granted, cer- 
tain anti-trust acts shall apply to the 
extent the business of insurance “is 
not regulated by state law.” , 


Thus, after January 1, 1948, the 
Sherman Act will continue to apply to 
the business of insurance so far as 
acts or agreements of boycott, coer- 
cion or intimidation are concerned, 
and otherwise apply completely to the 
extent that such business is not “regu- 
lated by state law.” So, too, will other 
anti-trust laws, including the Federal 
Trade Commission Act, and possibly 
if not probably (in my opinion, cer- 
tainly), the Robinson-Patman Act. 


Very soon after March 9, 1945, 
committees of the National Associa- 
tion of Insurance Commissioners took 
the initiative, and invited representa- 
tives of all segments of the insurance 
business to attend a meeting in New 
York City. From that meeting came 
the organization of the so-called In- 
surance All-Industry Committee, com- 
posed of nineteen national organiza- 
tions representative of all types of in- 
surance carriers, agents and brokers. 
The nineteen organizations are: 
American Institute of Marine Underwriters 
American Life Convention 
American Mutual Alliance 
American Reciprocal Association 
Association of Casualty and Surety Execu- 

tives 
Associated Factory Mutual Fire Insurance 

Companies 


Bureau of Personal Accident and Health 
Underwriters 


Health and Accident Underwriters Confer- 
ence 
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Insurance Executives Association 

Inland Marine Underwriters Association 

Life Insurance Association of America 

National Association of Casualty and Sure- 
ty Agents 

National Association of Insurance Agents 

National Association of Mutual Insurance 
Agents 

NationalAssociation of Insurance Brokers 

National Board of Fire Underwriters 

National Fraternal Congress of America 

National Association of Independent Insur- 
ers 


Surety Association of America 


The Commissioners’ Committee 
asked the aid and cooperation of the 
All-Industry group in a study of the 
impact on the business of insurance 
of the Clayton, Robinson-Patman and 
Federal Trade Commission Acts, with 
a view to development of a pattern of 
state legislation that would effectively 
regulate the business, in the fields of 
such anti-trust acts, and so relieve 
the business from their impact. Al- 
most immediately, at the first meeting 
following organization, it became ap- 
parent to the members of the All-In- 
dustry Committee that a study of the 
impact of the Sherman Act, and de- 
velopment of a pattern of adequate 
rate regulatory legislation at the state 
level, was the first and most pressing 
problem of the industry, important as 
problems created by the impact of 
other anti-trust laws are. According- 
ly, in addition to subcommittees to 
deal with other anti-trust acts, a Sher- 
man Act subcommittee was appointed 
to study the impact of that act, and 
to develop adequate casualty and 
surety, fire, marine and inland marine 
rate regulatory bills. From the sum- 
mer of 1945 to December of 1946 that 
subcommittee and the All-Industry 
Committee have been fully engaged in 
the development of such bills. 


Coincidentally, Commissioners’ 
Committees have been likewise en- 
gaged, and from their separate efforts 
first and their joint efforts later rate 
regulatory bills were developed which, 
at Portland, Oregon, in June, 1946, 
received the approval of the National 
Association of Insurance Commis- 
sioners and every member of the nine- 
teen members of the All-Industry 
Committee. Except as to a possible 
difference in approach to the matter 
of underwriting profit, and except as 
to two amendments adopted by the 
All-Industry Committee in December, 
1946, the bills approved by the Na- 
tional Association of Insurance Com- 
missioners at Portland and the bills 
now approved by the All-Industry 
Committee are absolutely identical ; 
they represent a cooperative effort be- 
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tween industry and supervisory offi- 
cials without precedent or parallel in 
the history of American business. 


Yet, despite the representative 
character of the All-Industry Com- 
mittee, despite the efforts of the Com- 
missioners’ Committees, the result of 
their study, their draftmanship, their 
judgment, their bills are under attack. 
Needless to say, attack upon construc- 
tive effort which is unaccompanied by 
constructive suggestion, must be dis- 
regarded. The hour is late, and the 
year of decision in the state legisla- 
tures is at hand. This year, 1947, the 
state legislatures may determine 
whether we shall travel the road of 
regulation by the states, or the road 
to Federal regulation. Theirs is the 
opportunity to preserve state regula- 
tion, theirs is the final resfonsibility if 
that opportunity is not realized. The 
All-Industry Group and the National 
Association of Insurance Commis- 
sioners have pointed a way to preserve 
exclusive state regulation. They have 
suggested adequate rate regulatory 
legislation in the fields of suretyship, 
casualty, fire, marine and inland mar- 
ine. They have worked with conscien- 
tious zeal on a pattern of legislation 
dealing with the impact of the Fed- 
eral Trade Commission and Robin- 
son-Patman Acts, which, too, will be 
presented for consideration by the 
state legislatures, either as the several 
or joint efforts of the Commissioners 
and All-Industry Committees. It is 
for the legislatures to decide what 
shall be done about all or any of it. 


AY I ask you to turn now to 

consideration of the rate regu- 
latory legislation which the All-Indus- 
try Committee has developed ? Before 
I attempt more specific discussion of 
some of its provisions, will you per- 
mit some generalization ? 


It is a safe prediction that the Sher- 
man Act will not be repealed. It seems 
as certain as night follows day that 
on and after January 1, 1948, that act 
will apply to interstate commerce as- 
pects of the insurance business, to the 
extent the business is not regulated 
by state law in the field covered by 
the Sherman Act. A_ well-known 
writer for an insurance publication in 
a recent open letter to representatives 
of the Anti-Trust Division of the 
United States Department of Justice, 
said “. . . everyone agrees that action 
in concert is necessary in the public 
interest, ” Tf that statement is 


correct, and everyone agrees that ac- 
tion in concert in the insurance busi- 
ness is necessary in the public inter- 
est, it would seem that the point need 
not be labored. 


Yet some additional comment may 
be needed and helpful. The writer’s 
point would seem to be strongly sup- 
ported by the Congress itself, which 
not long ago passed a fire insurance 
rating law for the District of Colum- 
bia which requires all fire companies 
admitted to operation in the District 
to belong to a single rating bureau, 
and requires prior approval of fire in- 
surance rates before use in the Dis- 
trict. Thus, in the passage of the fire 
insurance rate regulatory bill for the 
District, the Congress gave the stamp 
of approval to certain acts in concert 
in the insurance business which are 
forbidden to other lines of business 
by the prohibitions of the Sherman 
Act. 


In debate in the United States Sen- 
ate in 1945 upon the passage of Pub- 
lic Law 15, Senator Ferguson said: 


“This bill would permit and I think it is 
fair to say that it is intended to permit, 
rating bureaus ... In the last session we 
passed a bill for the District of Columbia 
allowing rating. What we saw as wrong 
was the fixing of rates without statutory 
authority in the states; but we believe that 
states’ rights should permit a state to say 
that it believes in a rating bureau. I think 
the insurance companies have convinced 
many members of the legislature that we 
cannot have open competition in fixing 
rates on insurance. If we do, we shall have 
chaos.” 


In the same debate Senator O’Ma- 
honey, an eloquent and able opponent 
of monopoly, said: 


“Of course it has been found in the past 
to be in public interest to permit corpora- 
tions and persons engaged in business af- 
fecting the public to agree upon rates. We 
have eminent precedent for that in the In- 
terstate Commerce Act; we have precedent 
for it in innumerable state public-utility 
acts.” 


And in that debate Senator O’Ma- 
honey also said: 
ee From the very beginning, Mr. Presi- 
dent, of this controversy over insurance I 
have always taken the position that I saw 
no objection to combinations or agreements 
among the companies in the public inter- 
est provided these combinations and agree- 
ments were in the open, and approved by 
law. Public supervision of agreements is 
essential.” 

In the same debate, it was made 
clear by other Senators that the Fed- 
eral government will not be satisfied 
with anything less than effective and 
affirmative state regulation. That has 
been made equally clear so far as the 
attitude of the Justice Department is 
concerned, and it was made clear by 
the then President of the United 
States, when he said: 
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“After the moratorium period, the anti- 
trust laws and certain related statutes will 
be applicable in full force and effect to 
the business of insurance except to the 
extent that the states have assumed the 
responsibility, and are effectively perform- 
ing that responsibility, for the regulation 
of whatever aspect of the insurance busi- 
ness may be involved.” 


At the same time it is a fundamen- 
tal American concept, as expressed in 
the Sherman Act, that competitive 
opportunity in a system of free and 
private enterprise shall be safeguard- 
ed and maintained. 


It is pertinent to inquire, therefore, 
whether this concept is compatible in 
the light of public interest with the 
rights of the states, established by 
Public Law 15, under adequate regu- 
lation, to permit concert of action in 
rate making in the insurance business. 
The Congress has said that it is, by 
the passage of the District of Colum- 
bia fire insurance rating bill, and by 
the passage of Public Law 15. These 
laws could only have been passed in 
the belief that there is a fundamental 
difference in the insurance business 
and other lines of business, though all 
may be engaged in interstate com- 
merce, a difference which, in the busi- 
ness of insurance makes concert of 
action in price fixing, under regula- 
tion, not only lawful but desirable in 
the public interest. Heretofore, and 
presently while the moratorium is in 
force until January 1, 1948, that con- 
cert has been accomplished to a large 
degree by private agreement among 
carriers, usually, though not always, 
without sanction of specific state leg- 
islation. This “private” regulation 
grew up under the systems of regula- 
tion of insurance by the several states. 
It grew in response to a special need 
in the insurance field for order and 
stability, an order and stability by 
which the whole of the American 
economy is served, and upon which 
that economy depends. 


RIEFLY, some of the ways in 

which the insurance transaction 
differs from the ordinary business 
transaction are: 


1. In ordinary business the seller 
bases his sale price upon exact costs 
known to the seller. An insurer can- 
not know its costs in advance, and can 
only estimate them on the basis of the 
average of past experience. The more 
past experience available to the insur- 
ance carrier, the better its judgment 
of future experience, the more accur- 
ate its estimate of present contract 
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costs, the more likely its rates to be 
fair and reasonable for insurer and in- 
sured. 


2. In ordinary business a sale is 
a sale, finished and done, the price 
paid and the goods delivered. In in- 
surance a claim or a settlement may 
run over a lifetime, during which the 
continued ability of the insurance car- 
rier to pay is of vital importance. 


.3. The ordinary business transac- 
tion is a deal between seller and buy- 
er. Insurance vitally affects members 
of the public not parties to the insur- 
ance contract. 


4. In the ordinary business tran- 
saction the buyer has visibly before 
him what he is buying, and can judge 
by experience or comparison whether 
he is getting a fair deal. Compara- 
tively few insurance buyers can ac- 
curately evaluate their policies and 
know what they are getting for their 
money. 


5. In ordinary business the law of 
supply and demand usually prevails, 
and largely governs prices. In insur- 
ance generally there is always abun- 
dant competition among carriers to 
write the business available, which 
offers a temptation to cut rates. 


6. In ordinary business the buyer 
pays a reasonable profit above actual 
cost of the goods to the seller. In 
insurance the buyer pays a small 
amount compared to that which he 
may be entitled to receive in event of 
a claim under the policy. The insurer 
can stay in business and the insured 
can be sure of payment only if many 
others are likewise insured by the 
carrier. 


7. In ordinary business an individ- 
ual failure affects a comparative few, 
primarily investors and creditors. In- 
surance affects not only the insurer 
but the public generally, to a great 
degree, and insurance failures, most 
likely to occur during general depres- 
sion, are devastating. 


8. In ordinary business it is the 
American concept that the interplay 
of fair competitive factors offers 
sufficient regulation of itself. Unreg- 
ulated competition in the insurance 
field, as experience and the record 
shows, leads to rate wars, chiseling 
and chaos. As long ago as 1911, the 
Merritt Committee, appointed by the 
Senate and Assembly of the State of 
New York, said: 


“". . The universal effect of such periods 
of open competition wherever and when- 
ever they have uccurred has been a cutting 
of rates to a point that was below the 
actual cost of the indemnity. If the rate 
war had been general this would have 
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meant the ultimate death of the company, 
and rate wars of even a local character 
lead, if long continued, to the dissolution 
of the smaller and weaker companies. The 
effect on all companies is weakening. The 
policyholder, to be sure, gets his insurance 
very cheaply; too cheaply, for the weaken- 
ing of the companies is not in the long 
run and on the whole an economic good. 

It has not done the policyholder any 
good to get cheap insurance if, when the 
test comes, the protection is found to be 
worthless.” 


I quote from an address delivered 
by John M. McFall, before the Exec- 
utive Committee and members of the 
Arkansas Association of Insurance 
Agents, Little Rock, Arkansas, De- 
cember 8, 1946: 


“The effect of such competition upon the 
insurance agent is graphically described by 
Dean in “The Philosophy of Fire Insur- 
ance” 


‘It yet remains to consider the effects 
of open competition upon local agents. 
Any increase in commissions would be 
far more than offset by the reduction 
in premiums, and the necessity of rebat- 
ing a part or all of their commissions 
to the assured, which would inevitably 
result from open competition. Without 
doubt, thousands of agents would be 
driven out of the business, and those 
remaining would be driven into disrep- 
utable methods. ... The functions of the 
local agent would be simplified into some- 
thing akin to those of the street-hawker.’ 


“In the same treatise, Dean inveighs against 
the advocates of rugged insurance individ- 
ualism: 


‘There are men, faultless in their domes- 
tic and social relations, who have no 
higher conception of business life than to 
regard it as a state of predatory warfare. 
These men, who look upon the scalping 
or tomahawking of a business rival with 
the relish of an Apache, are examples of 
lop-sided evolution. Educated, on their 
domestic and social side, into the habits 
of nineteenth-century civilization, they 
still linger, on their business side, in the 
dark and bloody age of the scalping knife 
and war dance. From the standpoint of 
logic, and in the light of all experience, 
the methods of the outsiders are inimical 
to public welfare. They claim to be anti- 
trust, when in fact they are simply anti- 
system, or more properly, they live upon 
the system established by others.’ 


“During the early history of insurance 
many states attempted to force open rate 
competition among insurers through anti- 
compact laws. But it was found that such 
laws failed to operate in the public inter- 
est and nearly all of them have been re- 
pealed or modified to permit joint scientific 
rate making” 


It is clear, I think, that order and 
stability are essential in the business 
of insurance, that companies acting 
in concert in respect to making ot 
rates and in many other matters, have 
contributed to and are a necessary 
part of that essential order and sta- 
bility, that if such concert of action 
were destroyed today, the business 
and supervisory authorities would, to- 
morrow, have to begin the slow pro- 
cess of rehabilitation, to the end that 
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order and stability might be restored. 
And all the history of modern devel- 
opment of the business indicates that 
such order and stability would neces- 
sarily be built upon the same cooper- 
ative practices and concert of action 
as prevail today. If that be true, it 
were senseless to destroy, only to re- 
build again. 


This is not to say that all carriers 
must or should be regimented into 
some and the same form or forms of 
concerted action. On the contrary, 
competition among insurers must, and 
it can be preserved. This does not 
mean that bureaus and concerted and 
cooperative action must be abandoned, 
neither does it mean that independent 
companies must be driven into bur- 
eaus, and into cooperative practices 
against their will. Nor does it mean 
that competition, in order to be free, 
can be unfair and must be unbridled. 
Competition in the insurance business, 
affected as it is with a high public 
interest, must be regulated to the ex- 
tent necessary to protect that public 
interest. Long and sometimes bitter 
experience has taught that when com- 
petition in the insurance business is 
unrestrained, public interest suffers. 


And in striving for freedom of 
competition in keeping with the sys- 
tem of American free enterprise, we 
will remember that even though the 
Sherman Act encourages and safe- 
guards that freedom, the Congress has 
found it necessary to restrict that 
competition in the public interest. 
Though major emphasis is usually 
placed on the Sherman Act which 
protects trade and commerce against 
unlawful restraints and monopolies, 
it should also be emphasized that in 
passing the Federal Trade Commis- 
sion Act the Congress banned unfair 
methods of competition, and gave the 
Commission widest latitude in deter- 
mining what shall be deemed unfair 
practices subject to the law. Congress 
passed the Robinson-Patman Act, 
which forbids unfair price discrimin- 
ation where the effect of such discrim- 
ination may be substantially to lessen 
competition or prevent competition. 
Even as it has sought to preserve fair 
competition, the Congress has sought 
to ban unfair and cutthroat competi- 
tion. 


HAT, then, do the Commis- 
sioners’ All-Industry Rate Reg- 
ulatory Bills seek to do? Broadly, they 
seek to preserve state regulation of in- 
surance through adequate regulatory 
legislation in various fields covered by 
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Federal anti-trust acts. In passing the 
rate regulatory bills the states would 
be taking advantage of the opportu- 
nity given by Public Law 15 to oust 
the Federal acts to the extent the 
states regulate in their fields under 
state law. The bills provide methods to 
meet the challenge of the Congress to 
the states to pass effective and affirm- 
ative state legislation which will pre- 
vent the impact of the Federal anti- 
trust laws. If that impact is not 
avoided by the states, through ade- 
quate legislation, the end of exclusive 
state supervision will be in sight. 
There can be no doubt of that. 


Though the fire bill and casualty 
bill, roughly so-called, are in purpose 
and intent exactly alike, and in most 
of their language exactly alike, I shall 
speak now only of the All-Industry 
Casualty and Surety Rate Regulatory 
bill, though much I say could also ap 
ply to the Fire bill. 


The purpose of the Casualty and 
Surety Rate Regulatory Bill is to 
promote the public welfare by regu- 
lating insurance rates to the end that 
they shall not be excessive, inadequate 
or unfairly discriminatory, and to 
authorize and regulate cooperative 
action among insurers in rate making 
and in other matters within the scope 
of the act. With exceptions that can 
be varied according to state needs, 
the Act applies to casualty insurance, 
including fidelity, surety and guaranty 
bonds. 


The general principles of the Act 
are that rates shall not be excessive, 
inadequate or unfairly discriminatory ; 
that carriers themselves or through 
bureaus at their own election shall 
file rates with the state Insurance 
Commissioner before using them, 
with opportunity to the Commission- 
er first to determine whether the rates 
meet the standards mentioned; that 
rating bureaus and cooperative prac- 
tices are authorized under strict su- 
pervision, with ample protection of 
the rights of subscribers and minor- 
ities. 


The bill in no sense prohibits or 
discourages reasonable competition, 
nor does it require uniformity in 
rates, rating plans, rating systems or 
practices. It specifically provides that 
no manual of classifications, rule, rat- 
ing plan, rating system, plan of oper- 
ation, or any modification of any of 
these which establishes standards for 
measuring variations in hazards or 
expense provisions, or both, shall be 
disapproved if the rates thereby pro- 
duced meet the requirements of the 
Act. It is difficult to see what more 
adequate protection of independence 


of operation can be devised than is 
provided for in the Act. A rate filing 
may be supported by experience or 
judgment of the independent insurer 
or the rating organization making the 
filing, by the experience of other in- 
surers or rating organizations, or by 
any other factors which the insurer 
or rating organization deems relevant. 
Though the Commissioner is not 
bound by, or confined to such evi- 
dence, he must give such weight to it 
as he feels it is entitled to have, and 
the carrier or rating organization may 
have the Commissioner’s decision re- 
viewed by the courts. The Commis- 
sioner must give due consideration to 
past and prospective loss experience 
within and outside the state, to catas- 
trophe hazards, if any, to a reasonable 
margin for underwriting profit and 
contingencies, to dividends, savings 
or unabsorbed premium deposits al- 
lowed or returned by insurers to their 
policyholders, members or subscrib- 
ers, to past and prospective expenses 
both countrywide and those specifi- 
cally applicable to the state, and to all 
other relevant factors within and out- 
side the state. 


Concern has been expressed by 
some insurance carriers, brokers and 
agents that the bill does not provide 
sufficient flexibility for individual risk 
rating. This seems to me to be a 
groundless fear. The bill goes as far 
as possible to permit individual risk 
rating, excluding unfair discrimina- 
tion, and yet remain regulation. I re- 
peat that unfair discrimination is 
banned by Federal law, which will be 
effective January 1, 1948, except as 
the states have regulated in that field. 
Much consideration was given to the 
language of the bill applicable to in- 
dividual risk rating, so called.. I have 
seen no suggested substitute which is 
as flexible within the law banning un- 
fair discrimination, as is the language 
of the bill itself. 


Concern has been expressed by 
some agents and brokers that the bill 
does not preserve their right of free- 
dom of contract. It is difficult to fol- 
low that reasoning. The bill has been 
approved in every single detail by the 
representatives of the National Asso- 
ciation of Insurance Agents sitting on 
the All-Industry Committee. They 
gave most serious study, you may rest 
assured, to the matter of preserving 
agents’ freedom of contract, and the 
bill in that respect is exactly as they 
approved it after long and mature de- 
liberation. Furthermore, in that con- 
nection, the National Association of 
Insurance Commissioners, construing 
the bill, have said: 


“While the Commissioner should consider 
the expense components of a rate in order 
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to determine its over-all correctness, the 
bill does not authorize the Commissioner 
to regulate the actual disbursements made 
by an insurer for expenses.” 


The bill, therefore, does not tamper 
with the item of brokers’ and agents’ 
commissions, and deliberately so. 


Eleven states have now in effect 
rate legislation which, in respect to 
expense provisions, is identical, or 
nearly so, with the corresponding pro- 
visions of the All-Industry bills. Not 
a single Commissioner in any of these 
states has attempted, or claimed the 
right, to regulate, under such laws, 
the commissions paid to brokers and 
agents. 


Concern has been expressed that the 
bill would give undue advantage to 
participating carriers as compared 
with non-participating carriers. This, 
too, is a proper concern and, too, it 
has received much consideration. In 
my judgment the bill is balanced, in- 
tended to give no advantage with re- 
spect to rates to any type of carrier. 
Remember, this is a rate regulatory 
bill. Advantage in competition will 
neither be gained nor lost by it. Ad- 
vantage in competition lies in other 
directions, not the least being cost 
differentials incident to different 
methods of retailing and distributing 
insurance. There is nothing in the 
bill which prevents agents and com- 
panies from agreeing on gradation in 
expenses commensurate with-the size 
of risk, so long as the resulting rates 
are adequate, not excessive, not un- 
fairly discriminatory; nothing in the 
bill, so long as such standards are 
met, which will prevent any fair meth- 
od of competition which may be de- 
vised. And again, remember, come 
January 1, 1948, those standards will 
have to be met, willy-nilly, whether 
under state or Federal regulation. 
Which it will be, the state legislatures 
in this year 1947 must decide. 


Some non-bureau company repre- 
sentatives have said that since their 
companies do not act in concert in rate 
making or engage in other cooperative 
practices affecting the price structure, 
they are immune from the Sherman 
Act, and that there is no reason why 
their companies should have to file 
their rates, or be subject in any man- 
ner to rate regulatory legislation. It 
is extremely doubtful that they are as 
free of concerted activities as they 
profess to be, but if they are, they 
are nevertheless dependent in varying 
degree upon continued, stable opera- 
tion of rating bureaus whose members 
do act in concert. If concerted activ- 
ities now almost universally recog- 
nized as not only in the public inter- 
est but definitely in the interest of the 


JouRNAL oF AMERICAN INSURANCE 


business as a whole, are to continue, 
they can continue only by sanction of 
state law, under effective and affirma- 
tive regulation. Bureau activities must 
inevitably come under far more rig- 
orous scrutiny of supervisory author- 
ities than has heretofore generally 
prevailed. Inevitably they will be sub- 
ject to the severest examination by 
departmental and zone examiners. 
That scrutiny and examination of 
rates and plans, of rules, and of every 
bureau activity is contemplated and 
provided for in the Casualty and 
Surety Rate Regulatory Bill. 


It is hardly consistent with fair and 
reasonable competition that bureau 
operation shall be subject to highly 
rigid regulation, while non-bureau 
companies shall have none in a field 
of first importance to the public, rate 
making. It is hardly consistent with 
the will to survive that bureau com- 
panies, subject to the restrictions pro- 
vided by the bill, would continue to 
remain bureau members, while their 
non-bureau competitors were unregu- 
lated. So, it seems to me, the question 
is not whether concert of action in 
rate making and otherwise shall be 
continued. The Congress has said 
that in the District of Columbia in the 
fire insurance business it must con- 
tinue, and in Public Law 15 has said 
that in all the states it may continue 
under state regulatory laws. And it 
will be recalled that Senator Fergu- 
son said that if we have open compe- 
tition in fixing rates on insurance “we 
shall have chaos.” 


AR too little attention has been 

paid, I think, by opponents of the 
All-Industry Bills, to the possible ef- 
fects of the Federal Trade Commis- 
sion and -Robinson-Patman Acts. 
They alone, in my judgment, quite ir- 
respective of the Sherman Act, make 
rate regulatory legislation necessary, 
not alone for companies acting in con- 
cert alone but for all companies. The 
Federal Trade Commission Act bans 
unfair methods of competition and 
unfair and deceptive acts or practices, 
in commerce. This could outlaw either 
excessive rates or inadequate rates. 
The Robinson-Patman Act bans un- 
fair discrimination, which of itself is 
an unfair trade practice. So from 
either standpoint, whether the logical 
one that all companies, bureau and 
non-bureau, owe their contribution to 
order and stability, or the very prac- 
tical one that all companies, bureau 
and independent, need regulation to 
avoid the impact and consequences of 
the Federal Trade and Robinson-Pat- 
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man Acts, rate regulation in some 
adequate form is essential. I repeat, 
too little attention has been paid to 
that fact by some people. 


The question is, therefore: “Will 
the Casualty and Surety Rate Regu- 
latory Bill preserve fair competition, 
permit independence of operation, al- 
low concert of activities and serve the 
public interest?” 


Analysis of the bill will evoke an 
affirmative answer. Upon that ques- 
tion, I assert that the bill is well de- 
signed to preserve fair competition. 
It should not be difficult for a carrier 
to determine an adequate rate under 
its methods of operation. To fail to 
do so long enough and often enough 
would bring insolvency. It should not 
be too difficult for a carrier to deter- 
mine that a rate is excessive. To fail 
to do so long enough and often 
enough is to invite loss of business to 
competitors. It should not be too diffi- 
cult for a carrier to determine whether 
its rates discriminate unfairly between 
risks. To fail to do so long enough 
and often enough is to make certain 
of punishment either under state or 
Federal law. The standards of the 
Act, beyond a doubt, can and must be 
met by any successful and honest car- 
= with or without a rate regulatory 
aw. 


What then, is there for a carrier to 
fear in the standards of the act? There 
should be nothing. It is to other 
reasons for fear that we must look on 
behalf of the honest opponent of the 
bills. It is safe to say that some of 
that fear is based upon apprehension 
of bureaucratic and arbitrary action 
on the part of Commissioners despite 
provisions of the bill. If we are hon- 
estly committed to regulation by the 
states, how can we consistently oppose 
the bill upon the ground that some 
Commissioners may choose to disre- 
gard the provisions of the bill, and in- 
dulge in arbitrary action? Are we or 
are we not committed to state regula- 
tion? But there can be little substance 
to the fear—the bills are clear enough, 
and permit of no arbitrary action that 
any independent company can reason- 
ably fear. And from arbitrary action 
there is always the right of appeal to 
the courts. 


To preserve independence of action 
the bill among other things, provides: 


1. Independent insurers may make their 
own rate filings—Section 4(a). 


2. No insurer is required to become a 
member or subscriber of a rating organ- 
ization—Section 4(b). 


3. No manual, rule, rating plan, rating 
system or plan of operation shall be dis- 
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approved if the rates thereby produced 
meet the requirements of the act—Section 


5(e). 


4. Independent insurers may compile and 
collect loss and expense experience without 
becoming members or subscribers of rating 
organizations—Section 10(a). 


5. Insurers may not be required to record 
and report loss experience on a classifica- 
tion basis inconsistent with the rating 
systems filed by them—Section 13(a). 


6. Compilation of loss and expense ex- 
perience provided for in the bill are avail- 
able to all insurers—Section 13(a). 


In addition to these safeguards for 
independent operation, the bill has 
many provisions assuring reasonable 
rate competition among members or 
subscribers of a rating organization. 
They are: 


1, Any number of rating organizations may 
be licensed—Section 6(a). 


2. Subject to reasonable rules approved 
by the commissioner, a rating organization 
must permit any applicant to become a 
subscriber to its rating services—Section 


6(b). 


3. The rules of a rating organization and 
their application to subscribers must be 
reasonable—Section 6(b). 


4. No rating organization may adopt any 
rule which would prohibit or regulate the 
payment of dividénds returned by insurers 
to their policyholders—Section 6(c). 


5. Members and subscribers of rating or- 
ganizations may deviate from the rates filed 
by such organizations—Section 7. 


6. Members and subscribers of rating or- 
ganizations may adopt their own systems 
of expense provisions—Section 3(a) 2. 


7. Members and subscribers of rating or- 
ganizations may appeal to the commissioner 
from actions or decisions of such organiza- 
tions—Section 8. 


A* I have said, there is opposition 
in some quarters to the All-In- 
dustry bills, and as I have indicated, 
when that opposition proposes reason- 
able and constructive changes, it is en- 
titled to due and careful consideration. 
Let us briefly consider the proposals 
which have come from the opposition. 


One opposition plan proposes to 
eliminate the waiting period (provided 
by the bill so that the Commissioners 
may have sufficient time to determine 
whether the rates filed meet the stand- 
ards), and would eliminate the direc- 
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tive to the Commissioner to review 
filings, and wholly eliminate the re- 
quirement of information in support 
of a filing. This proposal the All-In- 
dustry Committee considered at length 
and rejected, as impractical, unreal- 
istic, and not effective regulation. It 
would give the Commissioner no time 
to examine filings; it would not pro- 
tect the public against excessive rates ; 
it would permit “in-and-out” or 
“flash” filings ; afford opportunity for 
sharp practices detrimental to pro- 
ducer, carrier and public. 


There is the California proposal. 
Last year some of the same interests 
which now advance it saw no reason 
for any rate regulatory legislation 
then or ever. It is encouraging there- 
fore that they now recognize that at 
least some rate regulatory legislation 
is necessary. The present California 
proposal would regulate rates to the 
end that they shall not be unfairly 
discriminatory, and shall not endan- 
ger the solvency of the carrier, and 
would provide for limited cooperative 
action in rate making. It does not 
provide against excessive rates, nor, 
except as they may affect the solvency 
of carriers, does it provide a standard 
with respect to adequacy of rates. It 
offers no protection to the public 
against excessive rates except the un- 
certain and uneven application of 
competitive factors. A principal con- 
cern of the Sherman Act is to prevent 
excessive charges upon the public. 
The new California proposal would 
permit any solvent carrier to make 
rates “below cost,” an encouragement 
of the “loss leader” method, and an 
incentive to cutthroat competition. 


The California proposal does not 
provide for filing of rates, thus giving 
the Commissioner no right of review 
before use. It would give the Com- 
missioner no authority to look into 
the propriety of rates. except as he 
may in the course of examining a rat- 
ing organization or insurer, find that 
a rate presently in use failed to meet 
the limited standards of the bill. The 
Commissioner could do nothing effec- 
tive in the public interest as to rates 
which had been in effect, but had been 
discontinued and which had failed to 
meet the standards. The proposal 
would compei rating organizations to 
accept any applicant as a subscriber 
or member, an entirely unnecessary 
restriction of bureau rights. The pro- 
posal would not permit bureaus to re- 
quire adherence to their rates, but 
would permit any two or more insur- 
ers to enter into agreements to adhere 
to rates, subject to approval of such 
agreements by the commissioner as 
“in the public interest.” There are 
several phases of the new California 


proposal which merit discussion, but 
consideration of time does not now 
permit it. I cannot see that the pro- 
posal would constitute regulation in 
the public interest. It seems rather to 
suggest ingenious avoidance of regu- 
lation of non-bureau companies, while 
giving merest lip service to the prin- 
ciple of cooperative action, if not re- 
ducing bureau operation to an absurd- 
ity. 


A statistical plan has been proposed. 
It was discussed in the government’s 
brief in the S.E.U.A. case. It sug- 
gests that all carriers belong to a 
statistical bureau, which, on the basis 
of the combined loss experience of all 
carriers, would develop pure premi- 
ums. All carriers would be required 
to load in their rates the so-called 
“pure premium” so developed. The 
final rate would consist of the pure 
premium plus an amount added for 
expenses, including acquisition costs, 
and profit. The only competition on 
rates, therefore, would be on the ex- 
pense side of the premium dollar. The 
plan has been advanced as one which 
would permit carriers to operate with- 
out violation of, or exemption from, 
the anti-trust acts. 


It is doubtful that this is a legal cer- 
tainty, for if the statistics to be thus 
developed are to be sufficiently re- 
liable, inclusive and conclusive, the 
carriers would necessarily have to 
agree on many things, including cov- 
erages, policy forms, territorial and 
risk classifications and other factors 
affecting the rate. They might have 
to agree on interpretations of the sta- 
tistics compiled. If in all this, they 
were held to have tampered with the 
price structure, they would run afoul 
of the Sherman Act. Further, what 
should agents and brokers, as well as 
carriers, think of a proposal that so 
much and exclusively accentuates the 
expense elements of the premium dol- 
lar? Further, what should they think 
of a plan which contemplates Federal 
regulation under the anti-trust laws? 


Last year the so-called Rhode Is- 
land plan was introduced in the legis- 
lature of that state, as it will be again. 
While it provides that rates must be 
filed which meet the usual standards, 
yet it would permit carriers to use any 
rate not in excess of the filed rates. 
In effect it sets up a maximum or ceil- 
ing rate but carriers can use any rate 
below their filed maximum or ceiling 
rate. Proponents of the plan say that 
it would oust the Sherman Act, inas- 
much as it provides for adequate su- 
pervision and regulation of rates with 
respect to excessiveness. They appear 
to overlook the standards in respect to 
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1, ACCIDENT DEATHS RISE IN 1946. National Safety 


Council estimates just released place accidental 
deaths in 1946 at 100,000, injuries at 10,400,000, 
and financial loss involved at $5,600,000,000. The 
figures marked a 4% increase over 1945, but the 
accident rate of 71.4 per 100,000 population was 
one of the lowest on record. Deaths by causes, with 
some duplication, were: 


1946 1945 Change 
All accidents .....¢. .«--.-100,000 95,918 + 4% 
MOUGOE WERIGLE ci cccccccce 33,500 28,076 +19% 
Civi tian HOM ..cccciicecs 34,000 33,500 + 1% 
Civilian occupational 16,500 16,500 estas 
PUDDLES GE. DO... cccvccs 17,000 16,000 + 6% 
Military personnel ...... 2,100 5,500 —62% 


2, AUTO DEALERS WIN OHIO SUIT. Superintendent of 
Insurance Walter Dressel of Ohio exceeded his au- 
thority in denying dealers of General Motors li- 
censes aS insurance agents for the Motor Insurance 
Corporation of New York, it has been held by the 
Common Pleas Court at Columbus. Any rule issued by 
the department barring any class or group of citi- 
zens ‘from obtaining an insurance license is in- 
valid, the Court contended. The decision, it is 
stated, has the effect of wiping out regulations 
issued by the Ohio Department of Insurance. These 
regulations provide agents' and solicitors' li- 
censes shall not be issued to officers or employees 
of financial or lending institutions; automobile 
salesmen, except for life insurance; public en- 
ployees, whose time is supposed to be devoted to the 
service of the public, and applicants who have not 
passed their 2lst birthday, except applicants who 
have been honorably discharged from the armed 
forces of the United States who have passed their 
18th birthday. It is expected that the decision 
will be appealed to the higher courts. 


3. COMPANY CHANGES NAME. Clement Stone of Chicago 
who recently purchased the Pennsylvania Casualty 
Company of Philadelphia, announces that the name 
of the carrier is being changed to Combined Insur- 
ance Company of America. Mr. Stone has been elect- 
ed president. He is also president of Combined 
Mutual Casualty Company of Chicago, Combined Cas- 
valty Company of Des Moines, and Combined American 
Insurance Company of Dallas. Executive offices of 
the Philadelphia Company will eventually be trans- 
ferred to Chicago. 








4, LEAHY DEATH. Joseph D. Leahy, 61, secretary of 
the Travelers Fire Insurance Company and Charter 
Oak Fire Insurance Company, died January 2 in Hart- 
ford, Connecticut. He was suddenly stricken ill in 
his office and died in the company's department of 
medicine. 


5. WISCONSIN RATE REDUCTION. An over-all reduction 
of 5.2 percent in the manual rate level of compen- 
sation insurance rates promulgated by the Rating 
Committee of the Wisconsin Compensation Rating & 
Inspection Bureau has been approved by Insurance 
Commissioner Morvin Duel. The revision becomes ef- 
fective as of the normal expiration date of out- 
standing business, and on new business as of Janu- 
ary 1, 1947. 





6. SAVANNAH PREMIUM TAX LEVY. The 1947 tax ordi- 
nance adopted by the City Council of Savannah, Ga., 
expands the section dealing with the 2% levy on in- 
Surance premiums to include marine and casualty in- 
surance. Continuous premiums collected on out- 
standing policies are also subject to the tax. The 
tax applies to companies doing business in Savannah 
whether they maintain an office in the city or not. 
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7. BOILER-MACHINERY MANUAL REVISED. A complete re- 
vision of the boiler and machinery manual, effec- 
tive January 1, 1947, has been announced by the 
National Bureau of Casualty and Surety Underwrit- 
ers. The new manual represents a rearrangement and 
clarification of the material in the old manual. 
Rates shown are the same except for miscellaneous 
electrical apparatus. 





8. NEW JERSEY DECISION. Employees injured as a re- 
sult of horseplay are entitled to compensation if 
the horseplay is known and tolerated by the em- 
ployer, according to a recent decision by Deputy 
Compensation Commissioner Stahl of the New Jersey 
Workmen's Compensation Bureau in the case of Frank 
H. Greene of Patterson, New Jersey, an employee of 
Watson Fladd Machinery Company. Greene suffered 
an injury to his right eye on March 5, 1941, when he 
was struck by a ball of wax paper thrown by another 
employee, who was known to be an habitual practical 
joker. 





9, KNOXVILLE SELF-INSURANCE. The Knoxville Insur- 
ance Exchange has carried its fight to prevent the 
adoption of a proposal providing for a county self- 
insurance fund for fire protection on all county 
property to the Knox County Court. The self-insur- 
ance proposal is termed "false economy" in a reso- 
lution drawn up by the Exchange and presented to the 
court. The court has earmarked $50,000 in the bud- 
get for insurance and will add $10,000 a year to 
this fund. 





10, INSURANCE CYCLOPEDIA PUBLISHED. The 56th an- 
nual edition of the Cyclopedia of Insurance in the 
United States has been published by the Index Pub- 
lishing Company, 123 William Street, New York City. 
The price is $4.75. 





11, FIRE PREVENTION CONFERENCE. A National Confer- 
ence on Fire Prevention, to be held in Washington 
within the next few months, has been called by 
President Truman. Purpose of the Conference will 
be to focus attention on the ever-present danger 
from fire and to devise, additional methods to in- 
tensify the work of fire prevention in every town 
and city. Major General Philip B. Fleming, Admin- 
istrator of the Federal Works Agency and of the 
Cffice of Temporary Controls, has been named by 
President Truman to serve as general chairman of 
the Conference. 





12, FORMER COMMISSIONER DIES. Colonel John G. Em- 
ery, 65, former Insurance Commissioner for the 
state of Michigan, died unexpectedly at his home in 
Grand Rapids on December 31. A prominent figure 
in American Legion affairs, Colonel Emery served 
as head of the Michigan Insurance Department from 
1939 to 1940. 


13, MANITOBA FUND FEE. A previously announced re- 
port that the contribution of Manitoba motorists to 
the unsatisfied judgment fund will be cut from $l 
to 50c for 1947, has been confirmed by Attorney- 
General James C. McLenaghen of Manitoba. A part of 
Manitoba's financial responsibility plan, the fund 
was eStablished to assure indemnification for vic- 
tims of automobile accidents who were unable to 
collect from persons guilty of causing accidents. 
The fund is now in excess of $100,000 and as yet no 
claims have been lodged against it. 





14, REACH AGREEMENT ON RATING BILLS. The National 
Association of Insurance Commissioners through its 
two committees, and the All-Industry Committee, 


meeting in Chicago, January 21-25, came to full 
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agreement in respect of the casualty-surety and 
fire-marine rating bills, except for the con- 
tinued difference of views over "underwriting 
profit". The All-Industry Committee reached unani- 
mous agreement on modified versions of the Moser 
amendments and these revisions were accepted by 
the Commissioners at the Chicago meeting. 


15, COMPANY MERGER. The Columbiana County Mutual 
Insurance Company of Lisbon, Ohio, has been merged 
with the Druggists Mutual Insurance Company of 
Mansfield, Ohio. The merger was approved by Super- 
intendent Dressel of the Ohio Insurance Department 
on December 28. The Columbiana County Mutual, or- 
ganized in 1837, is the second oldest mutual insur- 
ance company in Ohio. 


16, RESTRAIN LICENSING OF AUTO DEALERS. Judge Wil- 
liam M. Hargest of the Dauphin County Court on Jan- 
uary 8 issued an injunction restraining Insurance 
Commissioner Gregg L. Neel of Pennsylvania from 
issuing permits to agents' applicants without un- 
derwriting experience. Court action was taken in 
the form of a taxpayer's suit brought by the Pitts- 
burgh Agents' Association, Inc., to prevent the 
Department from licensing General Motors automo- 
bile dealers as insurance agents. Judge Hargest 
issued a preliminary injunction enjoining the De- 
partment from giving licenses to inexperienced ap- 
plicants, and at a hearing to determine if the court 
order would be made permanent, Ralph B. Umstead, 
Deputy State Attorney-General representing the 
Commissioner, admitted that underwriting exper- 
ience is required under Pennsylvania law, and said 
the forms would be revised to include this item. 
Judge Hargest, at the injunction hearing on Janu- 
ary 8, suggested that Commissioner Neel set up 
rules defining "underwriting experience" and indi- 
cated that the agents suit brought by the Pitts- 
burgh Agents' Association, Inc., would be dismissed 
as soon as the Insurance Department complied with 
the legal requirements in license issuance. Mean- 
time, the suit remains on the court dockets, and can 
be revived at any time. The injunction against the 
Department, however, was set aside to permit the 
normal functioning of license issuance to qualified 
applicants. 


17, NEW OHIO SUPERINTENDENT. Lee Shield of Sidney, 
Ohio, was named on January 9 by governor-elect T. J. 
Herbert to be Superintendent of Insurance for the 
state of Ohio. He succeeds Walter Dressel in the 
post. Mr. Shield is a veteran of World War II and 
prior to his appointment as Superintendent served 
as an Assistant Attorney-General of the state. 


18, MINIMUM INSURANCE REQUIREMENTS UPPED. An order 
increasing minimum insurance requirements for 
trucks and buses operating on Wyoming highways has 
been issued by the Wyoming Public Service Commis- 
sion. The new rules became effective January l. 
Property damage liability insurance requirements 
for cargo vehicles were increased from $1,000 to 
$10,000 by the order. The old schedule for buses 
required only $5,000 liability on death or injury 
to persons, regardless of passenger capacity. This 
was increased to $15,000-$50,000 minimum require- 
ments depending on seating capacity. Liability re- 
quirements for property damage were increased from 
$1,000 to $5,000, regardless of seating capacity. 


19, KEYS IN PARKED CARS. An ordinance has been en- 
acted by the city of Lansing, Michigan, making it a 
misdemeanor for motorists to leave keys in the ig- 
nition lock of a parked car except in a parking lot 
wnere an attendant is constantly on duty. The meas- 
ure is similar to one adopted several months ago in 
Grand Rapids and provides penalties up to a jail 


sentence of 90 days or a $500 fine, or both for 
violators. 





20. CHARLES L. GUNDERSON DIES. Charles L. Gunder- 
son, 88, president of the Pocahontas County Mutual 
Fire and Lightning Insurance Association of Laur- 
ens, Iowa, died recently at his home at Rolfe, New 
Mexico, of a heart attack. He was a past president 
< hon Iowa Association of Mutual Insurance Asso- 
ciations. 
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21, PUBLIC OFFICERS MAY ACT AS AGENTS. Attorney- 
General Johnson of Nebraska has ruled that where 
there is no direct inhibition in the statutes 
against a public officer engaging in other activi- 
ties, there is nothing to prevent a clerk of the 
district court from holding an agency for an in- 
surance company or being licensed as a real estate 
broker. 





22. WISCONSIN PENALTY MEASURE CONSTITUTIONAL. In- 
surance Commissioner Morvin Duel of Wisconsin has 
received an opinion from Attorney-General Martin of 
the state holding constitutional a bill to be pre- 
sented to the 1947 session of the legislature pro- 
viding for penalties with enforcement provisions 
of insurance laws. The Commissioner would be em- 
powered to exact a money forfeiture, within limits, 
tor violation of insurance laws and the Commission- 
er's regulatory orders, after a hearing and written 
findings. Such a law, the Attorney-General con- 
tends, would not violate the constitution by plac- 
ing legislative or judicial functions in an admin- 
istrative agency. Forfeiture proceedings are a 
proper implement of administration and the Commis- 
sioner's limited discretion as to the amount of a 
penalty is a proper executive function. Access to 
judicial review is available, the opinion added, 
since the bill would authorize the Attorney-Gener- 
al to sue, if necessary, to collect forfeits. 


23. WOULD ABOLISH WAR DAMAGE CORPORATION. A bill 
(H.74) providing for the abolishment of the War 
Damage Corporation and a refund of all unabsorbed 
WDC premiums, has been introduced in Congress by 
representative James J. Heffernan of Brooklyn, New 
York. The bill has been referred to the Banking & 
Currency Committee of the House. 


24, SEABOARD SURETY NAMES WATT. Robert W. Watt, for 

the past 15 years a vice president and director of 

Moody's Investors Service, has been elected presi- 

a of the Seaboard Surety to succeed the late C. 
. French. 


25, NEW MUTUAL FORMED. The Preferred Risk Mutual 
Insurance Company of Des Moines, Iowa, has filed 
articles of incorporation and announced it will 
write automobile insurance for persons who do not 
use alcoholic beverages in any form. Incorporators 
of the company are Rev. Sam Morris, San Antonio, 
Texas, president; State Senator John Miller, Hum- 
boldt, Iowa, vice president; and J. J. Mallon, for- 
mer New York attorney, secretary. 


26, SUES TO RECOVER WD C PREMIUM. The Matlaw Cor- 
poration of Indiana has brought suit in Federal 
Court at Indianapolis for the return of unused war 
damage premiums and to determine whether thousands 
of dollars paid for insurance in the war years to 
the War Damage Corporation now rightfully belong to 
policyholders, to the corporation or some other 
designated government agency. Claiming itself a 
representative member of a group of more than 100,- 
000 policyholders throughout the United States, 
the Matlaw Corporation in its suit alleges that 
since WDC was created by the Reconstruction Fi- 
nance Corporation on December 13, 1941, the total 
collected in net premiums from policyholders for 
protection against war damage to property exceeds 
$225,000,000. The amount of claims paid by WDC, the 
complaint says, is $223,000. The plaintiff claims 
that under federal law the WDC holds the premiums 
as trustee for the common prorata benefit of all 
policyholders in proportion to the amount of premi- 
ums, and that they now are equitably entitled to a 
decree establishing a trust and ordering the pro- 
rata distribution of the trust fund among then. 
Government attorneys have motioned to dismiss the 
suit and the motion has been taken under advisement 
by the court. 





27. SASKATCHEWAN INSURANCE OFFICE. The Saskatche- 
wan Insurance Office has announced its intention of 
handling additional classifications of insurance, 
besides fire and automobile. The Government Insur- 
ance Office, from now on, intends to be the exclu- 
sive agent in the province for bonds cargo insur- 
ance. In official circles this is interpreted to 
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mean that the Government is extending compulsory 
insurance measures into the inland transportation 
and surety fields. 


28, ASSIGNED RISK EMPLOYER LIABLE. The Minnesota 
Supreme Court in the case of Edwin J. Roeder v. 
Liberty Mutual Insurance Company held that failure 
of an employer to comply with the requirements of 
the Compensation Rating Bureau in having an assign- 
ed policy renewed makes the employer, not the. in- 
surer, liable for compensation of an injured en- 
ployee. The employer and the company had agreed 
on a renewal of the assigned risk which expired on 
a certain date and the employer was given a dead- 
line as to when a certified check should be in the 
hands of the Rating Bureau. The check was not sent 
until six days after the date specified and it was 
not certified. During the period in question an 
employee was injured and the employer sought to 
have the insurer pay, but the Industrial Commission 
held that the employer, not the insurer, should pay. 
This decision was affirmed by the high court. 


29, URGES CHANGES IN CROP INSURANCE. Farmers, con- 
gressmen and farm organizations are being asked 
by Secretary of Agriculture Anderson to support 
drastic changes in the government's crop insurance 
program to cut its cost to taxpayers. He believes 
that insurance on wheat and other insurable crops 
should be sold by an "independent" staff of sales- 
men, headed by an experienced insurance executive, 
instead of through state and local A.A.A. farmer 
committees, as is now the case. It is the intent 
of Congress, he said, that premiums should cover 
losses. Anderson lists the unfavorable underwrit- 
ing experience to (1) farmers making speculative 
gains from crop insurance by abandoning insured 
crops (2) poor risks coming into the program while 
better than average risks stay out and (3) many 
farmers are over indemnified for losses actually 
sustained. 


30, NEW FLEET FORMED. Moving of the executive of- 
fices of the Industrial Insurance Company and the 
Hamilton Fire Insurance Company from New York City 
to Des Moines, Iowa has been announced. The oper- 
ations of the two companies hereafter will be co- 
ordinated with the activities of the Hawkeye Cas- 
ualty Company of Des Moines and the Security Fire 
Insurance Company of Davenport, Iowa. 


31. FACTORY MUTUAL MERGER. The three Factory Mu- 
tual Companies comprising the former Boston Man- 
ufacturers Mutual Group, consisting of the Boston 
Manufacturers Mutual Fire Insurance Co., the Wor- 
cester Manfacturers Mutual Insurance Co., and the 
Fall River Manufacturers Mutual Insurance Co., 
with home office headquarters at 60 Batterymarch 
Street, Boston, Mass., became merged and consoli- 
dated as one company as of the close of the year 
1946, the continuing corporation being the Boston 
Manufacturers Mutual Fire Insurance Co. which was 
organized in 1850. Under the terms of the merger 
agreement drawn in conformity with Massachusetts 
statutes it is provided that the Boston Manufac- 
turers Mutual Fire Insurance Co. assume all assets 
and liabilities of the Worcester and Fall River 
Companies. The Boston Manufacturers Mutual Fire 
Insurance Co. as constituted pursuant to the mer- 
ger is in no sense a new corporation, but rather 
a continuing corporation. All Directors of the 
three companies will hereafter serve on the Boston 
Board and the Executive Officers who previously 
were common to the three companies continue in 
their same respective positions. H. B. Dalton is 
President and 0. F. Hauck, Secretary. 


32, WISCONSIN BANS DEPRECIATION COVER. Cancella- 
tion of any Depreciation or Repair or Replace in- 
surance written on Wisconsin property by fire com- 
panies licensed in the state, was ordered on Jan- 
uary 11 by Insurance Commissioner Morvin Duel. 
These policies have been written in Wisconsin in 
violation of the statutes. Commissioner Duel has 
requested that companies send him a list of all 
such policies which are now in effect and inform 
him when these policies have been cancelled. 


33, DOWNEY NAMED CALIFORNIA COMMISSIONER. Governor 
Earl Warren of California has named Wallace Downey, 
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Los Angeles attorney and general counsel for Pa- 
cific Freight Lines, as Insurance Commissioner of 
the state. He succeeds Maynard Garrison who re- 
signed to become vice president and director of the 
Fireman's Fund group of companies. 


34, SEEK CHANGE IN FOREIGN REGULATIONS. A joint 
appeal for removal of foreign government regula- 
tions which discriminate against United States in- 
surance interests was made at a recent hearing be- 
fore the Committee for Reciprocity Information by 
the Association of Marine Underwriters of the 
United States and the United States Chamber of 
Commerce. The Committee soon will negotiate reci- 
procal trade agreements with eighteen foreign gov- 
ernments. 


35, NEW PENNSYLVANIA COMMISSIONER. James F. Ma- 
lone, Jr., Pittsburgh attorney, has been selected 
by governor-elect Duff to succeed Gregg L. Neel 
as Pennsylvania Insurance Commissioner. In 1940 
Mr. Malone was an unsuccessful candidate for state 
treasurer on the Republican ticket. He was named 
Republican Chairman for Alleghany County in 1942. 


36. MEDICAL CARE PLANS APPROVED. The Council on 
Medical Service of the American Medical Associa- 
tion has granted its seal of acceptance to Louisi- 
ana Physicians Service and New Hampshire-Vermont 
Physicians Service. The number of prepaid medical 
care plans which have so qualified now stands at 52. 


37. SURETY ASSOCIATION CHAIRMAN. William H. Wal- 
lace, vice president of the Hartford Accident and 
Indemnity Company was elected Chairman of the Sure- 
ty Association of America at the organization's 
recent annual meeting in New York. 


38. DRESSEL JOINS MOTORISTS MUTUAL. Walter Dres- 
sel, former Superintendent of Insurance of Ohio, 
has joined Motorists Mutual Insurance Company of 
Columbus as associate counsel and claims super- 
visor. 


39. HOTEL FIRE SAFETY LAW. A model hotel fir 
safety law setting forth recommendations for mini- 
mum construction standards and maintenance for 
hotels was presented at a conference on hotel fire 
safety sponsored by the National Fire Protection 
Association in Philadelphia on January 16. The 
model law was drafted by the fire marshal section 
of the N.F.P.A. The code calls for a minimum of 
two safe exits, proper and prompt detection of 
fire, limitation of combustible trim and finish 
in hotels and procedures for periodic inspection of 
hotel properties by state and local authorities. 


40. MAINE RATE LEGISLATION. Fire and casualty rate 
regulatory bills in the form recommended by In- 
surance Commissioner Alfred W. Perkins have been 
introduced in the Maine legislature. The bills 
differ from the All-Industry Committee drafts by 
making rate filings at the discretion of the In- 
surance Commissioner and providing for disapproval 
of filed rates "at any time" instead of within a 
specified waiting period. ° 


41, MINNESOTA TOWNSHIP MUTUAL BILL. Authority to 
write hail, windstorm, tornado, cyclone and in- 
herent explosion coverage would be granted town- 
ship mutuals which have been writing fire insurance 
in the state for at least 25 years and which have 
more than $2,000,000 insurance in force and re- 
serves of more than 15 mills for each dollar of 
insurance in force, under H.B. 25 recently intro- 
duced in the Minnesota legislature. 


42, MISSOURI REHEARING SOUGHT. Motions for re- 
hearing of the Missouri Supreme Court decision in 
the fire insurance rate case have been asked both 
by the Missouri attorney-general and counsel for 
the insurance companies involved in the litigation. 
The attorney-general based his motion on the 
court's ruling rejecting charges of anti-trust and 
rating violations against the companies, asserting 
that its findings in that respect were in conflict 
with express provisions of those laws, that the 
court overlooked substantial evidence and had mis- 
interpreted the governing laws. Counsel for the 
companies seek a rehearing only on the portion 
dealing with payments made by Street to the late 
Tom Pendergast, O'Malley and A. L. McCormick. 
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43. 1946 FIRE LOSS. Preliminary estimates of the 

National Board of Fire Underwriters place 1946 fire 

losses at $561,487,000, an increase of 23.3% over 

1945. Losses in the United States for December, 

1946, were $58,094,000, an increase of 17.4% over 

December 1945. Estimated fire losses by months: 
1945 





94 1946 
January ...... .$ 44,865,000 $ 49,808,000 
February. . « «© « « ~@keSGr,000 51,759,000 
March . 40,876,000 53,252,000 
April 37,950,000 52,153,000 
May 34,153,000 46,094,000 
June . 34,090,000 44,240,000 
July . 34,054,000 40,998,000 
August 34,096,000 40,019,000 
September 32,447,000 40,256,000 
October 34,470,000 40,108,000 
November. 37,393,000 44,706,000 
December. 49,478,000 58,094,000 





TOTAL $455,329,000 $561,487, 000 
44, EXTENSION GRANTED. The special legislative and 
executive commission studying insurance law revi- 
sion in Rhode Island has been granted an extension 
of time for the filing of its report from January 
15 until April 15. 





45, DINEEN REAPPOINTED. Superintendent of Insur- 
ance Robert E. Dineen of New York has been reap- 
pointed for another term by Governor Thomas E. 
Dewey. His appointment was immediately confirmed 
by the Senate of the New York legislature. 


46. A. & H. PREMIUMS UP 15%. Accident and Health 
premiums for 1946 will total approximately $675,- 
000,000 - an increase of 15% - it is reported by 
Harold R. Gordon, managing director of the Health 
and Accident Underwriters Conference. This figure 
includes both group and individual policy business 
but does not include Blue Cross or medical service. 
Loss ratios on group policies are down but on in- 
dividual policies they show an increase. 








47, MISSOURI IMPOUNDED FUNDS. A recommendation 
that the legislature enact proper statutes to pro- 
vide for the escheating to the state of Missouri 
such funds that have been impounded by the Federal 
Court at Kansas City which the custodian of those 
funds may not be able to refund direct to the pol- 
icyholders or other persons legally entitled to 
the money, has been asked by Governor Phil M. Don- 
nelly in his message to the new Missouri General 
Assembly. 
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48, CANADIAN PREMIUMS HIGHER. Dominion Superin- 
tendent of Insurance G. D. Finlayson reporting on 
fire insurance operations in Canada during 1946 
indicates that fire premiums written, which in 1945 
amounted to just over $58,000,000 and the fire 
premiums earned to just under $53,000,000, will 
probably be increased by not less than $5,000,000 
on each basis. Losses incurred, which in 1945 
amounted to $30,000,000 are expected to approxi- 
mate $32,000,000 for 1946. 


49, HARPER HEADS MARYLAND CASUALTY. William T. 
Harper, for the past two years senior vice presi- 
dent of Maryland Casualty Company, has been elected 
president of the company. Stewart McDonald was 
reelected chairman of the board. 


50. HERSEY NAMED HINGHAM MUTUAL HEAD. Ira G. Her- 
sey, Jr., has been elected president of the Hingham 
Mutual Fire Insurance Company of Hingham, Massachu- 
setts. A son of the late president of the company, 
Mr. Hersey succeeds Charles B. Barnes, who re- 
signed. 





51, MINGENBACH FEDERATION PRESIDENT. L. A. Mingen- 
bach, executive vice president of the Hardware Deal- 
ers Mutual Fire Insurance Company, Stevens Point, 
Wisconsin, was elected president of the Federation 
of Mutual Fire Insurance Companies at a meeting of 
the organization held in Chicago, January 20-22. 


52, 1946 TRAFFIC DEATHS. Traffic deaths in the 
United States during 1946 totaled 33,500, an in- 
crease of 19% over 1945, according to the National 
Safety Council. December deaths amounted to 3,340, 
a 2% increase over the corresponding month in 1945. 
Traffic fatalities by months: 








1945 1946 Inc. 

Fe eer er 1,900 2,890 52% 
Le eee --1,680 2,550 52% 
eee re 1,930 2,800 45% 
BEE Sainie wb eeeiarsioces F 1,830 2,530 38% 
ee ree 1,740 2,420 39% 
UNNEE \ikitg bs crate einteteaavend-oleoias 1,940 2,390 23% 
IE cc Cratcswiate: crateiaiataiels occempUee 2,520 23% 
rr 2,520 2,950 17% 
SODERMOE oo eccvsccinanes 2,780 2,860 3% 
Pre 3,220 3,090 4% 
MONOD «6k bs ccecstcecen 3,220 3,160 —2% 
Pe eer rat d 3,340 _2% 
ree eee 28,076 33,500 19% 
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37; National Fire Protection Association 


39; Federation of Mutual Fire Insurance 
Companies 51; All-Industry Committee 
14. 


RATES—Wisconsin compensation rate re- 
duction 5; boiler-machinery manual 7. 


RULINGS—W/yoming minimum insurance 
rate requirements upped 18; public ofh- 
cers as agents 21; Wisconsin penalty 
measure constitutional 22; Wisconsin 
bans depreciation cover 32. 


STATISTICS—1946 accidental deaths 1; 
1946 fire loss 43; A & H premiums 46; 
Canadian premiums 48; 1946 traffic 
deaths 52. 


TAX—Savannah premium tax 6. 


vas 


r= 
nam 
hu- 
nY » 
re=- 


en- 
al- 
nt, 
ion 

of 


the 
in- 
nal 


45. 














rance 
nittee 


te re- 


rance 
: ofh- 
nalty 
onsin 


hs 1; 
S$ 46; 
traffic 


APPEARANCE AND % 
ABSTRACTION <oeS 


JourNAL oF AMERICAN INSURANCE 


 MSIDE Burglary, 
Robbery and Thelt 


February, 1947—19 





PREVENTION OF FIDELITY AND CRIME LOSSES 


BASIC principle of mutual in- 
surance which has permitted the 
returning of substantial savings to 
policyholders is the selection of supe- 
rior risks and the conversion of those 
which are average or inferior into 
superior risks. 


Loss prevention plays an import- 
ant part in such a program and has 
been very successful in some lines of 
insurance—fire, workmen’s compen- 
sation, and automobile. Mutual insur- 
ance companies have been in the fore- 
front in developing and improving 
prevention methods. 


In some other lines, the possibilities 
for loss prevention work by insurance 


By CG. A. SULLIVAN 


companies have not been so obvious. 
This has been especially true of the 
various “crime” coverages — fidelity, 
forgery, burglary, robbery, etc. For 
this reason many have felt that mutual 
insurance companies could not operate 
so successfully in these fields, and un- 
til recent years comparatively little 
business of this type was written by 
mutual companies—and not altogether 
because of regulatory action in certain 
states. 


One of the first efforts in the direc- 
tion of loss prevention by bonding 
companies was to conduct an investi- 
gation of the character and references 
of each employee applying for a bond, 


to weed out those whose past records 
were unfavorable. While this pro- 
cedure is of considerable value, never- 
theless it does not go far enough in 
eliminating the chief source of loss— 
the trusted employee with an unblem- 
ished record. It is an old saying that 
“before a man may be dishonest, he 
must first prove himself honest.” Hav- 
ing determined so far as practicable 
that the employee is a person of in- 
tegrity, the main problem then is to 
preclude any lapse from this virtue 
by making it as difficult as possible 
to commit a dishonest act—much the 
same idea as installing sprinklers in 
a fireproof building. The economics 
of such an approach may be arguable, 
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inasmuch as the great majority ot 
people are honest most of the time, 
but experience has proved that the 
frequency and severity of fidelity loss- 
es bear a direct relation to the effec- 
tiveness of the safeguards installed to 
insure employee honesty. 


Entirely aside from its effect on 
insurance cost, the elimination of op- 
portunities for dishonesty among em- 
ployees works to employers’ advan- 
tage in other ways. When an unex- 
plained loss occurs, innocent em- 
ployees may feel themselves to be un- 
der suspicion, with a consequent dis- 
turbing effect upon their work. Some- 
times a loss involves an employee ot 
outstanding ability whose services 
might have been retained had there 
been no easy opportunity for him to 
commit his first dishonest act. Also, 
weak individuals sometimes are con- 
taminated by dishonest persons, and 
become enmeshed in fraudulent acts 
which might have been prevented 
through proper internal controls. 


These thoughts presented a chal- 
lenge to bonding companies to develop 
loss prevention programs designed to 
cope with the problem of maintaining 
the integrity of a well-selected staff by 
eliminating procedural weaknesses 
which make it possible for fraudulent 
practices to originate and continue 
without early disclosure. With this in 
mind, the writer’s couipany has pio- 
neered in the development of a Loss 
Prevention Accounting Survey —a 
service designed to focus attention on 
loopholes in accounting controls which 
according to experience, are known 
to invite manipulations by unscrupu- 
lous employees. Once such loopholes 
are discovered, constructive sugges- 
tions can be made toward their elimi- 
nation. 


3efore this program could be un- 
dertaken, it was necessary to assemble 
a staff of qualified auditors for pre- 
liminary training in coverage details 
and the handling of claims. In the 
initial stages each man was dependent 
largely upon his own ingenuity, per- 
ception, and knowledge of accepted 
business principles. It gradually be- 
came possible to formulate a plan of 
continuous instruction, leading to the 
development of standard procedures 
based upon conditions usually encoun- 
tered in various classes of industries. 
Instruction included the use of case 
studies to illustrate common weak- 
nesses noted in the investigation of 
actual claims, and the development of 
typical recommendations designed to 
cope with loopholes frequently en- 
countered. All of this finally led to 
the creation of a detailed question- 
naire, designed to be flexible in its 
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application, to fit the common charac- 
teristics of diversified industries, each 
faced with the necessity of providing 
adequate safeguards over income and 
disbursements, assets and liabilities. 


TYPICAL survey is concerned, 

for the most part, with account- 
ing routines and internal controls 
which, among other things, are de- 
signed to safeguard income and assets 
from internal depredations. This 
might be called the fidelity aspect of 
the survey. In addition to observing 
the bondholder’s methods of receiving 
and recording income, controlling dis- 
bursements, physical inventories, pur- 
chasing and receiving routines, and so 
on, the auditor examines specimen 
forms, noting their construction, 
methods of preparation, usage, and 
routing from one department to an- 
other. 


As a simple example, let us consider 
a typical petty cash voucher: 














Amount $. No 
RECEIVED OF PETTY CASH 
19 
For = 
Charge to 








Approved by Received by 








This particular form was used by 
a medium-sized manufacturer and 
contained several obvious defects 
which invite manipulation. It was con- 
sistently executed in pencil —the 
amount was shown only in numerals 
—and the amount was placed in such 
a position as to be difficult of exam- 
ination and audit when clipped to a 
reimbursement voucher with other 
papers. 


Similar consideration is given to the 
design and use of general disburse- 
ment and payroll checks, sales slips, 
invoices, purchase orders, receiving 
records, and any other related forms 
which eventually may be used to sup- 
port cash receipts or disbursements. 


Even with a good system of inter- 
nal control, many bondholders expose 
themselves unnecessarily to the hazard 
of serious loss by allocating dual re- 
sponsibilities to a single employee. 
That such a situation is fraught with 
danger was indicated only recently by 
a prominent New York case which re- 
sulted in a $900,000 loss. There is 
also the ever-present possibility of 
collusion, either between employees or 
with third parties, against which no 


complete safeguard can be devised 
other than the purchase of adequate 
insurance protection. 


While primarily concerned with the 
aspects of fidelity exposure, the sur- 
veys must also give consideration to 
other lines of coverage carried in the 
same or separate policies. Burglary 
exposure, for instance, must be 
studied. Methods of safeguarding 
cash during overnight storage are re- 
viewed, with particular attention to 
the manner in which the premises are 
protected (burglar alarms? locked 
doors? fences? night watchmen?) and 
to the list of employees permitted ac- 
cess to various parts of the premises 
after regular business hours. Other 
important points to be considered 
would be the number of employees 
possessing combinations to safes, and 
the changing of safe combinations up- 
on transfer or severance of any such 
employees. 


In reviewing inventory controls, 
the auditor, among other things, con- 
siders whether stock on hand is ade- 
quately protected against theft by 
outsiders. 


Methods of handling, storing and 
transporting cash receipts and bank 
deposits, as well as payroll cash, must 
be studied with thought to robbery 
exposure. The auditor considers, for 
example, the timing and routing of 
cash transportation. Is the bank de- 
posit made at the same hour each day ¢ 
Does the same person always carry 
it to the bank? Do the daily deposits 
contain sufficient cash to warrant the 
presence of a second employee, or use 
of an armored car service? Is payroll 
cash needlessly exposed to armed rob- 
bery, either during transportation or 
after arrival at the premises? Weak- 
nesses in any of these routines ob- 
viously could lead to substantial losses, 
and are deserving of adequate renie- 
dies. 


Forgery exposure must be kept in 
mind in reviewing routines bearing on 
the preparation and transmittal of 
checks. In addition to such funda- 
mentals as the use of safety paper, 
check embossing devices, and pre- 
numbering of checks, the methods of 
controlling blank check supplies and 
facsimile signature stamps or ma- 
chines must be explored. Attention 
also must be given to check-signing 
routines—who has the power to sign 
checks and on the basis of what ap- 
provals; whether blank checks are 
ever pre-signed under any circum- 
stances; whether checks are ever 
drawn payable to “Cash” or “Bear- 
er’; whether countersignatures are 
used and under what circumstances. 
The auditor is interested, too, in as- 
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certaining whether all checks are 
transmitted by mail or whether em- 
ployees concerned with their prepara- 
tion could obtain them after signing, 
for manipulative purposes. In this re- 
spect, it would also be of interest to 
learn whether an employee is permit- 
ted to cash a company-issued check 
through the petty cash fund, osten- 
sibly for immediate delivery to the 
payee. 


Mysterious disappearance exposure 
must be analyzed, in respect to cash 
and merchandise. In studying Cash 
Receipts routines, the auditor inquires 
as to methods of handling receipts 
after normal business hours (as in 
businesses employing route salesmen ) 

the type of depository used for 
such receipts, provision for witnesses 
to the act of depositing them, the man- 
ner of opening the depository and ex- 
amination of its contents on the suc- 
ceeding business day. Methods of 
handling third-party checks bearing 
one or more endorsements are scru- 
tinized, with the thought of recom- 
mending immediate application of a 
bank endorsement stamp to prevent 
further negotiability. Custodianship 
of petty cash box is studied, to make 
certain that possibilities for misappro- 
priation of the contents—in part or 
in whole—by others than the custo- 
dian are adequately limited. 


Still another type of exposure to be 
considered is fraud, which would lead 
the auditor to study the routines ob- 
served in the cashing of customers’ 
checks. 


One method used to defraud de- 
partment stores started with the open- 
ing of a moderate charge account. 
After receiving his monthly state- 
ment, the customer proceeded to cash 
a check at the store for the exact 
amount owing, making no payment on 
account. When billed again the fol- 
lowing month for the same amount, 
the customer presented his cancelled 
check, bearing the store’s bank de- 
posit stamp, as “proof” of payment. 
To guard against this type of fraud, 
checks cashed for customers should be 
imprinted on the reverse side with a 
special type of bank deposit stamp 
which identifies the transaction as a 
cash exchange. 


In handling Accounts Payable, the 
checking of invoices against creditors’ 
statements is a vital safeguard against 
duplicate payments, which might or 
might not reach the payee and be re- 
turned. 


A survey of a manufacturer dis- 
closed that absence of this control had 
been seized upon by a cafeteria man- 
ager, who had worked out a scheme 
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of approving duplicate delivery slips 
for payment, and splitting the pro- 
ceeds of the automatic payments with 
certain route salesmen with whom he 
did business. 


By the time a survey nears com- 
pletion, the auditor has been able to 
formulate a fairly accurate opinion 
on the adequacy of existing insurance 
coverage in the light of exposures en- 
countered. With the knowledge he has 
obtained, he owes an obligation as a 
matter of service to point out to the 
risk any exposure which appears to 
be inadequately insured. 


In his survey of a southern manu- 
facturer, the auditor learned that the 
only existing forgery insurance car- 
ried was provided by two policies sup- 
plied gratis by the manufacturer of a 
check protector. These policies pro- 
vided protection only in respect to 
checks prepared by use of two ma- 
chines specifically described by serial 
numbers recorded in the policies. No 
protection whatsoever existed in re- 
spect to general disbursement checks 
prepared on a third machine, which 
was not specifically mentioned in 
either of the two policies. Shortly 
after this possible avenue for losses 
was pointed out, the policyholder pur- 
chased forgery coverage in the amount 
of $25,000. 


In another instance, an auditor 
found that a large department store 
customarily had approximately $500,- 
000 in cash on hand in the Cashiers’ 
Department. Fidelity coverage was 
limited to $75,000 and possibilities 
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for catastrophic uninsured loss were 
obvious. When this situation was dis- 
cussed with a company official at the 
survey conclusion, he lost little time n 
ordering $250,000 excess indemnity 
on the employees in the Cashiers’ De- 
partment. 


An eastern contractor carried fidel- 
ity limits of $10,000. A review of 
payroll procedures disclosed that erec- 
tion superintendents regularly were 
provided with substantial checking 
accounts in amounts up to $20,000, 
for the purpose of meeting payrolls 
and other job expenses. Insufficient 
coverage on these employees was ob- 
vious, and excess indemnity of $10,- 
000 was recommended. 


At the conclusion of a survey, the 
auditor’s findings and contemplated 
recommendations are reviewed orally 
with an executive responsible for the 
maintenance of internal controls, and 
subsequently confirmed in writing. 
Most bondholders display enthusiastic 
cooperation, and at the time of oral 
review it usually is possible to obtain 
an indication of their attitude toward 
the installation of the indicated safe- 
guards. To assure maximum effec- 
tiveness of the survey, however, it 
usually is desirable to make subse- 
quent inquiry by letter as to progress 
made in adopting the resultant recom- 
mendations. This procedure is es- 
pecially valuable as an aid to the 
underwriting department in reaching 
a decision on the desirability of a 
risk, when a survey discloses weak 
internal controls or abnormally haz- 
ardous exposures. A lack of in- 
terest in the auditor’s findings, or com- 


- plete rejection of the recommenda- 


tions, for example, might indicate that 
the coverage may have been purchased 
as an investment, rather than protec- 
tion against unforeseen catastrophe. 


Obviously, knowledge of such an 
attitude can be used to good advan- 
tage by an underwriter, either in re- 
spect to an existing policyholder or—- 
perhaps more important—to a pros- 
pective policyholder. This situation 
was actually encountered in a survey 
of a candy manufacturing concern. 


The principal owner of the business 
had requested an unusual type of cov- 
erage with a specific agreement on 
claims, but before making a commit- 
ment, the underwriter requested a 
Loss Prevention Accounting Survey. 
At the completion of his survey, the 
auditor attempted without success to 
review his findings and recommenda- 
tions with the principal owner. The 
prospect’s primary interest was to se- 
cure a written commitment to the ef- 
fect that he would be reimbursed for 
inventory shortages, if any, without 
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the need of establishing a dishonest 
act by an employee. This prospect re- 
garded losses under his bond as in- 
evitable, and had no interest whatso- 
ever in steps that might be taken to 
prevent or minimize such losses. 


The Loss Prevention Accounting 
Survey is, by nature, hand-tailored to 
meet the needs of the individual risk. 
Similar results have been accomplish- 
ed on a broader and more generai 
scale through the medium of articles 
dealing with loss prevention methods 
published in trade periodicals. 


Loss prevention methods have been 
made the subject of addresses before 
groups such as internal auditors, pub- 
lic accountants, etc., who are vitally 
interested in curbing crime losses. In 
these talks, actual case studies from 
our files are cited, (withholding 
names, etc.) to illustrate the manner 
in which defalcations are perpetrated 
and concealed, as well as the events 
resulting in their disclosure. Each 
case usually carries its own moral, 
focusing attention on the internal 
weaknesses which made the manipu- 
lation possible and the controls which 
should have existed as preventive 
measures. 


In addition to their survey work, 
our auditors assist in the claims de- 
partment investigation of substantial 
fidelity or other crime losses of a com- 
plicated nature. These audits are made 
whenever it becomes apparerit that a 
fair settlement will hinge upon accur- 
ate interpretation of evidence of 2 
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technical accounting nature. Since 
the burden of proof of loss rests upon 
the bondholder, it is essential that 
care be taken to avoid assuming 2 
multiple role in cases of this sort— 
that of plaintiff, defendant, judge and 
jury. The auditor’s sole function +s 
to determine and interpret the facts 
of the case for subsequent use in set- 
tlement negotiations. 


UCH has been written about 

the typical embezzler, includ- 
ing such statistics as age, occupation, 
sex, marital status, average weekly 
pay, and so on. However, none of 
these facts appears to furnish any in- 
fallible index ; they only serve to con- 
firm that dishonesty may occur in any 
class or grouping. The most serious 
losses have been caused by older 
trusted employees, usually holding 
positions of interlocking responsibil- 
ity without adequate supervision. 
Very often such persons have come 
to be regarded as indispensable to a 
particular function. Their vacations, 
if any, usually are taken in short 
snatches to avoid the risk of discovery 
which would result if a substitute 
were to perform their duties for any 
length of time. Take “kiting,” for 
example, by which the defaulter 
wrongfully abstracts receipts from 
one account and then replaces them 
with receipts subsequently received 








FIDELITY CLAIMS — 5-YEAR PERIOD 


Positions Held Number 
by Defaulters of Losses 

NN. cacuckavesadiieneeos 9 
SERS RSIS rare ee ore eee 71 
SEE I rs ae 38 
Buyers-Purchasing Agents .......... 24 
CY een at ins wie haeccedv Sora 101 
Chauffeurs-Drivers ............... 189 
MR i vag soap Sas cic onneewed 120 
SE 5G acon acha denies cree vwrarnetia 81 
ERE ee A eran ne? 5 
Foremen-Superintendents .......... 7 
I alg dich id aS bn ei Sew vee ws 5 
IR Sa ale ae ae tocala a's evorake 21 
Managers (Dept. & Branch)........ 276 
I Sioa s Baad ola ng.ccark eed 4 
NE oo erx cla cinérc/a aceielareins 2 
EY coi a ccnnauaheewnwes oes 2 
ER oars eee eee 3 
riche: hicliccteraare sia aa he aoe 3 
Ge ees ee een em 1,289 
Secretaries (corporate) ........... 1 
Shipping-Receiving Clerks ......... 20 
Station Operators (gasoline)........ 103 
EE dsc cs a gictnec dale aslcsiene 10 
nad ha ewes ofa diaaicue Ss 9 
Warehousemen .................. 11 
RI eek cra eine nek g Baa wa wees 1 
SR eee eee 246 

2,651 








Total Average 

% Losses , % Loss 
a $ 8942 a $ 994 
3 24,785 1.8 349 
1 105,670 Va 2,781 
1 9,748 7 406 
4 166,074 12.1 1,644 
7 27,445 2.0 145 
5 52,681 3.8 439 
3 10,730 8 132 
— 18,074 1.3 3,615 
— 2,389 a 341 
— 1,698 a 340 
1 5,173 4 246 
10 323,273 23.4 1,171 
— 838 of 210 
— 1,119 a 560 
— 21,475 1.6 10,738 
— 122,650 8.9 40,883 
— 4,099 3 1,366 
49 271,628 19.7 211 
_ 5,426 4 5,426 
1 42,457 3.1 2,123 
4 17,921 1.3 174 
5 5,392 4 539 
a 33,070 2.4 3,674 
2 24,014 1.7 2,183 
_ 927 Jl 927 
9 67,021 49 272 
100% $1,374,719 100.0% $ 519 








from another source. This involves 
an endless process of manipulation to 
avoid allowing any account to fall in 
arrears, which would cause the de- 
faulter’s undoing if a collection letter 
were sent to a customer who had no 
overdue items. Disclosure of such 
manipulations may also be brought 
about through verification of current 
accounts on a random selection basis 
at periodic intervals, either by internal 
auditing procedures or by public ac- 
countants. 


Not long ago we made an analysis 
of 2,651 claims, aggregating $1,374,- 
719, made under fidelity coverage over 
a period of five years, as shown in the 
tabulation which accompanies this ar- 
ticle. 


This study revealed interesting 
facts. Salesmen, it will be noted, ap- 
pear on the whole to be poor fidelity 
risks, accounting for almost 50% ot 
the total loss frequency. However, 
their opportunities for creating sub- 
stantial losses before apprehension 
are obviously limited, as indicated by 
the low average loss of $211. Book- 
keepers, on the other hand, while low 
in loss frequency, are in a position to 
create more substantial losses, with 
an average defalcation of $2,781. 
Cashiers, credit men, managers, ship- 
ping-receiving clerks and warehouse- 
men are in a similar category. And, 
as might be expected, the most severe 
losses are those created by employees 
in the positions of greatest trust and 
responsibility, such as paymasters and 
corporate officials. 


During the war years, manpower 
shortages frequently made it neces- 
sary to promote into positions of re- 
sponsibility employees who did not 
have the necessary ability and prepa- 
ration to carry out effectively the 
duties entrusted to them. Large num- 
bers of new employees were hired 
quickly, and it was not always pos- 
sible to inquire with the usual amount 
of diligence into their backgrounds. 
Many irregularities went unnoted 
which in ordinary times would have 
been promptly investigated, and the 
pressure of the war production drive 
made it necessary to defer the investi- 
gation of questionable practices and 
procedures. These conditions un- 
doubtedly have laid the foundation for 
an avalanche of fidelity claims which 
will be uncovered when normal rou- 
tines have been restored. A growing 
number of such cases are beginning 
to appear, and their effect upon loss 
ratios will compel bonding companies 
and bondholders to take a more active 
interest in a scientific approach to the 
prevention of such losses in the fu- 
ture. 
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Insurance Activities 





of. Jade Associations 





By, (hoster A. Kline 





TRADE association has been de- 
fined by the United States De- 
partment of Commerce as: “A vol- 
untary non-profit organization of 
business competitors (usually in one 
branch of manufacturing, distribut- 
ing, or service fields), the objective 
of which is to assist its members and 
its industry in dealing with mutual 
business problems.” 


The Department reports that there 
are 8,000 trade associations in the 
United States, one-fourth of which 
are national or interstate in scope. 
Membership in the various associa- 
tions ranges up to 20,000, size of staff 
up to 400, and annual revenues up to 
$1,000,000. The majority of the asso- 
ciations, however, have a membership 
under 200, a staff of less than four, 
and annual receipts less than $20,000. 
A number of trade associations in 
1920 formed the “American Trade 
Association Executives,” an organiz- 
ation designed to promote and inter- 
pret the objectives of trade associa- 
tions, to maintain and improve the 
standards of trade association execu- 
tives, and to cooperate with profes- 
sional and functional associations. 


The foregoing definition does not 
include certain other associations 
which are similar in many respects to 
trade associations. There are, for ex- 
ample, business associations such as 
the Associated Traffic Clubs of Amer- 
ica, the Associated State Chambers 
of Commerce and the American Ar- 
bitration Association; organizations 
of public officials, engineers, educa- 
tors, farmers and consumer groups; 
and organizations of a social, reli- 
gious, racial, or fraternal character. 
Taken as a whole, organizations of 
these types number about 3,000. 


In 1938 the Trade Association De- 
partment of the Chamber of Com- 
merce of the United States published 
the results of a survey of the activi- 
ties of 330 trade associations repre- 
senting different fields of business, as 
well as national, state and local geo- 
graphical sections. This survey show- 


_ ed that the associations’ activities were 


many and varied. More specifically, 
the ten activities most frequently en- 
gaged in were as follows: 317 associa- 
tions reported they held conventions 
and meetings; 285 reported coopera- 
tion with other organizations ; 267 re- 
ported they were engaged in promot- 
ing and protecting their interests in 
governmental matters; 257 reported 
they were supplying information in 
an organized manner to their mem- 
bers; 245 reported they were seeking 
to improve trade practices; 236 re- 
ported they were compiling and dis- 
seminating statistics; 217 reported 
activities for the purpose of improv- 
ing public relations; 202 reported 
they were aiding their members in 
improving relations with their em- 
ployees ; 189 reported trade promotion 
activities; and 179 reported efforts 
toward better quality and other stand- 
ards for their members’ products. 


Of the 330 associations just men- 
tioned, only ninety-three reported they 
were engaged in insurance activities 
of any kind. Of these ninety-three, 
fifty-nine were doing something to- 
ward securing more equitable rates; 
thirty-four were directing activities 
toward securing more adequate cover-. 
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ages for their members; and thirty- 
three were arranging for or supply- 
ing insurance protection to their mem- 
bers. 


Personal correspondence with a 
number of trade associations reveals 
several additional insurance activities 
of considerable importance. For con- 
venience the more important insur- 
ance activities will be explained under 
the following headings: (1) advising 
and educating members; (2) repre- 
senting members before rate-making 
bodies, legislative bodies, companies 
and their organization; (3) devising 
and securing protection for members ; 
(4) furnishing protection to members 
through the means of insurance funds 
organized for this purpose; (5) fur- 
nishing protection against unfair 
claims. Some trade associations have 
activities which fall under two or 
three of these headings and a few 
have activities covering their entire 
range. The history of numerous asso- 
ciations shows that they have started 
and discontinued insurance services of 
various kinds. The activities of trade 
associations formed by those within 
the various fields of insurance are not 
included in this explanation. 


In some associations the insurance 
activities are assigned to an insurance 
bureau or division created for this 
purpose. In other associations an in- 
surance committee carries on this 
service. In still others the duties are 
performed by the secretary or man- 
ager of the association, or by the gen- 
eral counsel. The American Hotel 
Association has an Insurance Advis- 
ory Department, which is one of 
eighteen different departments organ- 
ized to provide insurance, advertising, 
accounting, architectural and similar 
services to the membership. The Na- 
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tional Retail Dry Goods Association 
refers matters of general policy on 
insurance practices to an Insurance 
Committee composed of selected con- 
trollers of member companies who are 
particularly conversant with insurance 
subjects. The American Trucking 
Associations, Inc., refers insurance 
matters to its chief of members’ spe- 
cial services. 


Trade associations carry on a num- 
ber of activities for the purpose of 
advising and educating their mem- 
bers with respect to insurance matters. 
A common activity of this type con- 
sists of answering questions submitted 
by members. Such answers are print- 
ed in a trade publication or sent to 
the questioner by mail. The former 
method is preferred by most associa- 
tions because of its educational effect 
upon other members. 


Frequently, when an association 
offers to answer questions, it also pub- 
lishes insurance information which it 
distributes to its members. Such in- 
formation may be published separate- 
ly in the form of booklets, or bulle- 
tins, or it may be included in the asso- 
ciation’s trade magazine. As stated 
before, the answers to members’ ques- 
tions may be included in the trade 
publication. The National Electrical 
Manufacturers’ Association, the Wine 
Institute, the American Ilotel Asso- 
ciation, the Metal Trades Association, 
and the Institute of American Meat 
Packers have in the past published 
insurance bulletins and pamphlets for 
their members. In 1931, the Heating 
and Piping Contractors’ National As- 
sociation announced the establishment 
of an insurance service consisting of 
a series of articles, one each month, 
in the official bulletin of the Associa- 
tion, and offered to answer questions 
the members wished to submit. 


Some associations have made sur- 
veys of their industry for the purpose 
of reducing losses by bringing to light 
their causes and focusing members’ 
attention thereon. For example, the 
Institute of Meat Packers announced 
in 1931 that its Department of Pack- 
ing House Practice and Research had 
started the collection of data with re- 
spect to the accident experience of its 
members. Since workmen’s compen- 
sation insurance rates were based up- 
on the accident experience of the in- 
dustry, it was hoped that the annual 
publication of such data would result 
in a decrease in losses and a lowering 
of workmen’s compensation insurance 
rates. 


Other associations have conducted 
comprehensive prevention campaigns 
for the purpose of reducing work- 
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men’s compensation, fire, and other in- 
surance rates which were thought to 
be too high. The Wine Institute, in 
1934, started its insurance activities, 
first directing them at a high basic 
workmen’s compensation insurance 
rate of $5.65 per $100 of winery pay- 
roll. Since then the rate has been re- 
duced to $3.11; and the Institute stat- 
ed recently that further reductions are 
anticipated as the industry’s safety 
program progresses. The safety pro- 
gram includes printed instructions to 
members explaining the reasons for 
the high compensation rate, the meth- 
od of rate computation, and detailed 
instructions as to the manner in which 
the member should proceed in order 
to bring about a rate reduction. Be- 
cause the fire hazard is great in most 
wineries, the Institute also has been 
carrying on a comprehensive cam- 
paign for the prevention of fire losses. 


In 1932 the Southwestern Ice Man- 
ufacturers’ Association announced 
plans for a vigorous campaign to re- 
duce accidents in the industry. “It 
has been proved conclusively,” stated 
the Association, “that where regular 
safety meetings are being held, and 
organizations for the prevention of 
accidents formed in the member com- 
panies, accidents have been greatly 
reduced and consequent reductions se- 
cured in compensation insuranc2 
rates.” A history of this Association 
shows that fire insurance and engin- 
eering problems dominated the dis- 
cussions at early meetings. 


The Ohio Coal Conference, in an 
effort to reduce high workmen’s com- 
pensation insurance rates, established 
state-wide safety contests to impress 
coal merchants in Ohio with the im- 
portance of following safe practices 
at all times. These safety contests, 
plus proper selection of employees for 
the job, requirements for physical ex- 
aminations of employees, and similar 
factors, reduced workmen’s compen- 
sation insurance rates 45% over a 
five-year period. 


The Associated General Contrac- 
tors of America, Inc., states that at 
the present time it is maintaining an 
up-to-date record of all workmen’s 
compensation insurance rates prevail- 
ing in the various states, for the pur- 
pose of getting members interested in 
an accident prevention program cov- 
ering their construction projects. It 
is hoped that the program will not 
only result in lower workmen’s com- 
pensation insurance costs but will 
eliminate those hazards which cause 
serious injury and death. 


The American Trucking Associa- 
tions, Inc., states that right now it is 


attempting to solve the problem of in- 
creasingly high losses sustained by its 
members from theft and hijacking. 
In 1946, these losses approximated 
33% in textiles, 16% in clothing and 
from 6% to 9% in tobacco, furs, food 
and liquors. At a meeting last May 
of the Association’s Safety and Oper- 
ations Section, a national insurance 
committee was appointed for the pur- 
pose of studying this whole situation 
and making recommendations to the 
industry. 


In 1937, the American Hotel Asso- 
ciation, through its Insurance Depart- 
ment, announced that it would make 
a complete survey of any hotel’s in- 
surance policies to determine if the 
property was correctly insured against 
all hazards; that it would inspect the 
property and make recommendations 
regarding methods of securing re- 
duced rates; and that it would give 1 
comprehensive report of the survey 
to the hotel member without cost or 
obligation. 


SURVEY of a somewhat differ- 
ent nature has been made by a 
few trade associations. In 1937 the 
Southern Pine Industry Committee 
representing the southern lumber in- 
dustry, began the compilation of eco- 
nomic data relating to employment 
conditions in the industry. A survey 
was made covering insurance, safety 
and welfare services, hospitalization, 
financial aid to workers, etc. In 1939 
the Financial Advertisers Association 
announced that it had made a survey 
of the attitude of banks with respect 
to public relations questions. Replies 
were received from 242 banks em- 
ploying 257,729 persons. The survey 
covered such subjects as employce 
training, customer relations, new busi- 
ness incentives, promotion policies, 
medical and insurance policies, and 
welfare activities. 


A very common type of trade asso- 
ciation insurance activity consists cf 
representations made before rate-mak- 
ing, legislative and similar bodies. In 
1931, shortly after the organization 
of the American Hotel Inspection an! 
Prevention Bureau, the American 
Hotel Association announced that the 
National Board of Fire Underwriters 
had endorsed a plan which recognized 
the hotel industry as one that should 
have a separate nation-wide classifi- 
cation for fire insurance purposes. In 
1932 the Association stated: 
“Through the reclassification of hotels 
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are being radically reduced. The sav- 
ing in premiums will be many timcs 
the total annual dues paid to the Asso- 
ciation.” Another association, the 
Wine Institute, states that it repre- 
sents the industry “in matters affect- 
ing it before the California Inspec- 
tion Rating Bureau, which fixes mini- 
mum workmen’s compensation rates ; 
and before the Board of Fire Under- 
writers of the Pacific, which fixes fire 
insurance rates.” 


Some associations state they have 
been able to secure quicker and better 
loss settlements for their members. 
Others, such as the American Truck- 
ing Associations, Inc., have, a claims 
department, but their emphasis has 
been placed upon a reduction in in- 
surance costs through prevention ef- 
forts directed at a reduction in the 
number and severity of claims. 


Some associations have been very 
active in devising adequate insurance 
protection for their members. At the 
present time the Associated General 
Contractors of America states that it 
is studying the problem of adequate 
protection in cases where a contractor 
agrees to remodel and repair an occu- 
pied structure. This association also 
is interested in what is called a “Com- 
pleted Value Form for Fire Insur- 
ance” on buildings and other types of 
construction. The Associated Gen- 
eral Contractors states that this form 
was developed jointly by its organiza- 
tion and the American Institute of 
Architects in 1938, and that the form 
is now quite generally used through- 
out the country. The completed value 
form is designed to eliminate the rou- 
tine work necessary in making the 
usual monthly reports and the risk of 
inadequate coverage if such reports 
are not made. 


The American Oil Burner Associa- 
tion announced in 1933 that it had de- 
vised a blanket life insurance coverage 
for employees in the oil-burner indus- 
try; and the American Trucking As- 
sociations, Inc., in 1937, announced 
that it had developed a new interline 
“bond” for motor carriers to cover 
fraud and dishonesty of connecting 
carriers. The Association said it 
would advise bond members by means 
of a special weekly memorandum, 
showing the names of members who 
were covered and the amount of cov- 
erage in each case. This bond was 
intended to assure carriers that they 
were doing business with responsible 
and reputable carriers, and to give in- 
creased protection to shippers. 


Many associations aid their mem- 
bers by helping them secure insurance 
protection. In 1931 the Builders Ex- 
change of Akron, Ohio, announced 
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that the Associated General Contrac- 
tors of America, Inc., had taken out 
insurance under a group plan cover- 
ing losses due to riot, civil commotion 
and malicious damage. In 1936 the 
National Confectioners’ Association 
reported an actual saving to members 
in excess of $20,000 per annum as a 
result of arranging a group products 
liability insurance plan, under which 
members had placed more than $50,- 
000,000 of insurance. In 1938 the 
Ohio Bakers Association reported that 
plans had been developed to enable 
members to secure products liability 
insurance. In 1936 the National 
Paint, Varnish and Lacquer Associa- 
tion arranged with the American rep- 
resentatives of Lloyd’s for the issu- 
ance of a special products liability pol- 
icy to its members. The Association 
states that this insurance, which still 
is in force, is effected in each case by 
the member who desires the protection 
and the Association is not a party to 
the contracts. 


M*s~ associations have given 
consideration to the establish- 
ment of a plan for furnishing insur- 
ance protection to their members. In 
1932, the Red Cedar Shingle Bureau 
gave consideration to, but apparently 
never put into effect, a plan for mar- 
keting shingles with a certificate guar- 
anteeing them against loss due to fire, 
windstorm and hail for a twenty-year 
period. A trust fund was to be estab- 
lished by the Bureau to pay losses, and 
insurance was to be purchased to 
cover losses in excess of those con- 
templated by the fund. The plan, it 
was stated, would answer the fire- 
hazard argument, supply a new mer- 
chandising basis, and provide the in- 
dustry with definite experience as to 
the actual hazards that exist. 


Some associations have aided in the 
organization of mutual insurance com- 
panies for the insurance of their own 
members. In 1909 the National Petro- 
leum Association organized the Na- 
tional Petroleum Mutual Fire Insur- 
ance Company under the laws of 
Pennsylvania. 


The members of the Furniture 
Manufacturers’ Association formed a 
mutual company in 1912, known as 
the Furniture Mutual Insurance Com- 
pany. Chartered under the laws of 
Michigan, this company operates for 
the sole purpose of writing workmen’s 
compensation insurance covering 
members of the Furniture Manufac- 
turers’ Association. 


The Institute of Scrap Iron and 
Steel has experimented with the for- 
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mation of a mutual compensation in- 
surance company. The scrap iron in- 
dustry always has had high work- 
men’s compensation insurance rates. 
In New York state, for example, the 
rate formerly was about $25.00. To- 
day it is about $10.00. As a result of 
such high rates the Institute some 
years ago incorporated an insurance 
company under the laws of New Jer- 
sey. In 1938, however, the Institute 
abandoned the idea because it felt that 
the operation of such a company re- 
quired a staff highly trained in certain 
technical subjects, and that it also en- 
tailed much risk. It was found that 
a fairly large number of members 
were following sound safety practices 
in the industry; and these were un- 
willing to cast their lot with other 
dealers who were not operating with 
the same safety standards. 


Fishing vessel associations, because _ 
of the high cost of insurance, have 
been very active in furnishing protec- 
tion to their members. Members of 
the Middle Atlantic Fisheries Asso- 
ciation who are owners of fishing ves- 
sels may obtain hull protection and 
indemnity insurance through the As- 
sociation under a group plan, evolved 
and administered by the Association’s 
insurance advisor. The Fishing Ves- 
sel Owners’ Association of Seattle, 
Washington, has been instrumental in 
forming several cooperatives for in- 
suring the fishing fleet in that area. 
At present there are at least two co- 
operatives writing hull insurance in 
the halibut industry ; two others writ- 
ing hull protection in the sardine in- 
dustry ; a fifth cooperative insures car- 
go and supplies. 


Some associations aid their mem- 
bers in resisting unfair and dishonest 
claims for loss resulting from alleged 
negligence. In 1936 the Millers’ Na- 
tional Federation announced that it 
had concluded an arrangement with 
the Associated Grocery Manufactur- 
ers of America whefeby the claim in- 
vestigation and defense service of the 
latter organization would be available 
to members of the Millers’ National 
Federation. The Associated Grocery 
Manufacturers, it was reported, had 
accumulated names of more than 
8,000 persons making claims against 
grocery manufacturers. 


In 1937 the American Bottlers of 
Carbonated Beverages announced that 
in addition to furnishing products lia- 
bility coverage it would furnish a 
service for members facing a loss 
through the “claim racket.” The Asso- 
ciation stated that it maintained an 
index of claimants, dealers, witnesses 
and others who had been involved in 
making claims against members of 
the industry. 
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OW far should a trade associa- 

tion go in performing insurance 
services for its members? Since the 
association is formed for the purpose 
of assisting its members, it would ap- 
pear at first glance that there should 
be no limit to the aid it should. give 
its members in solving their mutual 
insurance problems. But the great 
diversity in insurance services already 
described indicates a considerable dif- 
ference in opinions regarding this 
matter. 


Some help in answering the ques- 
tion of how far a trade association 
should go in rendering insurance serv- 
ices to its members can be obtained 
from the views of the associations 
themselves. The National Electrical 
Manufacturers’ Association stated re- 
cently that for some years it had a 
project designed to provide informa- 
tion to its members regarding their 
insurance buying problems. However, 
for the past several years there has 
been very little activity of this kind, 
and in December, 1945, this type of 
activity was terminated completely. 
According to this Association’s ex- 
perience the cost of keeping informed 
on the subject of insurance was out 
of all proportion to the service actu- 
ally rendered its members. The Asso- 
ciation stated further that in its opin- 
ion it is a mistake for a trade associa- 
tion to duplicate the activities of the 
American Management Association, 
which specializes in this field. 


The National Federation of Tex- 
tiles, Inc., formerly rendered certain 
insurance services to its members but 
these have been discontinued. An offi- 
cer of this Association states that he 
believes insurance activities should be 
offered, provided they perform a real 
service rather than serve merely to 
reduce insurance costs to members by 
intensifying the competition between 
agents and brokers. 


The American Trucking Associa- 
tions, Inc., which is working to reduce 
losses in the motor trucking industry, 
states that it is undesirable to render 
any service which is not along pre- 
vention lines. The Association is 
definitely not interested in establish- 
ing a mutual insurance company to 
sell protection to its members. 


An official of the Institute of Scrap 
Iron and Steel states that on several 
occasions he has approached a num- 
ber of the Institute’s members for the 
purpose of getting them interested in 
placing their insurance business with 
one insurance company. If enough 
business could be placed with one 
company the official feels that greater 
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attention would be centered on the in- 
dustry’s insurance problems. How- 
ever, most members do not seem in- 
terested, probably because they do not 
wish to sever long-standing relation- 
ships with their private carriers. 


The Furniture Manufacturers’ As- 
sociation states that it has from time 
to time considered various other plans 
for attempting to provide insurance 
services to its members, but it has 
finally concluded that the only prac- 
tical plan is to furnish workmen's 
compensation insurance as it is now 
doing through the vehicle of a sepa- 
rate corporation. 


The Coated and Processed Paper 
Association states that it never has 
occurred to them to render any insur- 
ance services to their members, and 
that they do not think it a normal 
activity for a trade association to un- 
dertake. Likewise, the Bank and Se- 
curity Vault Manufacturers’ Associ- 
ation states that the subject has never 
been discussed in that group. 


From what has been said it is evi- 
dent that the extent to which an asso- 
ciation should render insurance serv- 
ices to its members is governed by 
several factors. One of the most im- 
portant of these is the number and na- 
ture of the insurance problems which 
exist in the industry. Insurance prob- 
lems vary greatly from one type of 
business activity to another. In some 
business activities there are several 
important problems confronting asso- 
ciation members. In other lines of 
business there is only one important 
problem, for example, an extremely 
high premium rate due to a constant- 
ly high loss ratio in one type of insur- 
ance. In a few industries there appar- 
ently are no insurance problems of 
importance. Obviously the greater the 
number and severity of the insurance 
problems the greater will be the de- 
mand for association help in their so- 
lution. The wide variation between 
industries with respect to the import- 
ance of their insurance problems ex- 
plains in part the great diversity in 
association insurance services at the 
present time. 


In formulating an insurance serv- 
ice plan the association should be gov- 
erned to a large extent by a realiza- 
tion that insurance is a very technical 
and complex subject. In order to rep- 
resent association members before 
governmental or rate-making bodies, 
or to give advice, even of an elemen- 
tary nature, trained persons must be 
employed. And if an insurance plan 
is to be put into operation, not only 
must capital be raised and a special- 
ized staff employed, but the risk of 


failure should be knowingly assumed. 
Before any service plan is adopted the 
association always should ask whether 
the results will be worth the trouble, 
expense and risk involved. 


If the association members have ur- 
gent insurance problems and the asso- 
ciation decides to help in their solu- 
tion, the association officials must de- 
cide upon the type or types of insur- 
ance service they desire to render. 
This decision will depend upon not 
only the number and nature of the 
insurance problems, but also on the 
views of the members relative to the 
extent to which the association should 
assume the responsibility and expen:e 
for new services to its members. Re- 
gardless of the type of service to be 
rendered it is important that all mem- 
bers be fully aware of, and in accord 
with, the program being adopted. One 
requisite for any successful service 
plan is the full cooperation of all 
members. Frequently this is difficuit 
to obtain in connection with the ren- 
dering of insurance services. 


Finally, the association must con- 
sider that if it adopts an insurance 
service plan, there might be a dupii- 
cation of the services offered by the 
American Management Association or 
the Risk Research Institute. The 
American Management Association 
carries on a rather extensive insur- 
ance service for its members through 
its Insurance Division, and is itself 
a national organization composed of 
industrial, commercial and insurance 
companies interested in all phases ot 
modern management methods. The 
Insurance Division holds two confer- 
ences a year, with an attendance ot 
500 to 800 at each conference. The 
conference of December 5-6, 1946, 
at Chicago covered the following suv- 
jects: trends in social insurance; the 
effect of Public Law 15 on the in- 
sured; today’s problems in crime in- 
surance; educating the employee in 
fire loss prevention ; operating undet 
use and occupancy; and insurable 
value replacements and loss adjust- 
ments. In addition, one session of the 
conference was devoted to questions 
and answers covering a wide range 
of insurance subjects selected by the 
membership. The Risk Research !- 
stitute also is a national orfanization, 
but its membership is composed solely 
of insurance buyers of business con 
cerns. The purposes of this orgati- 
ization include activities designed to 
advance and protect the interests o! 
insurance purchasers by promoting 
sound insurance principles, dissemi- 
nating reliable information, and pre- 
senting aggressively the insured’s 
viewpoint to all groups engaged in in- 
surance underwriting and supervision 
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FALLING AIRCRAFT 
HAZARDS 


A airplane rushing thiough space 
at three hundred miles an hour 
is a menace to people and property 
thousands of feet below—when the 
pilot cannot see the ground, and does 
not have instruments to determine his 
location. 


Poor visibility due to fog and 
storms is the major cause of flight 
cancellations, and of crashes of sched- 
uled aircraft. Insurance companies 
which protect property against dam- 
age from falling aircraft should be 
greatly interested in the developments 
which soon will permit safe flying in 
all kinds of weather. 


Two New York City skyscrapers 
have been struck by airplanes which 
were groping their ways through low- 
hanging clouds. During the fall and 
winter of 1946 there was a series of 
forced landings due to bad weather. 
Many of the city airports are located 
adjacent to high-value property, and 
blind landing aids are being installed 
at major airports in an effort to avoid 
crashes into these built-up areas. 


For ten years or more the sched- 
uled airlines have been flying success- 
fully in the clouds and above the 
clouds without visual reference to the 
ground. This is possible because in- 
struments in the plane show the pilot 
what his plane is doing, and he can 
follow the path laid out by a radio 
beam between airports. The difficulty 
has been that airplanes could not land 
without seeing the ground. They 
could fly blind, but they could not 
land blind. 


The airplane traffic control system 
which still is in effect for bad weather 
requires that a plane approach an air- 
port under radio orders from the con- 
trol tower. If no other planes are in 
the vicinity, the plane is permitted to 

pproach the field from a given direc- 
tion. If the pilot can see the airport 
from a distance of at least one mile, 

d from an altitude of at least five 
hundred feet, he is permitted to come 
in and make his landing. At most air- 
ports the five hundred-foot ceiling and 
one-mile visibility requirements have 
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been necessary for the plane to avoid 
striking objects in the neighborhood 
of the field, and to line up properly 
and come down on the runway at a 
safe distance from each end of the 
airport. 


When there are several planes in 
the vicinity of the airport, all attempt- 
ing to land, the first plane is told to 
come in under the established proce- 
dure. The second plane is instructed 
to fly back and forth along one of the 
radio beams at an altitude one thou- 
sand feet above the plane which is 
starting its landing. Other planes are 
“stacked” at one thousand-foot inter- 
vals, and they are ordered by the con- 
trol tower to move down one thousand 
feet as each plane successfully nego- 
tiates its landing. New arrivals are 
put at the top of the “stack” and 
sometimes a dozen planes will be fly- 
ing back and forth, one above another, 
at thousand-foot intervals. 


During the war the armed services 
developed an improved system for 
landing under conditions of poor visi- 
bility, and the Civil Aeronautics Ad- 
ministration has been working on the 
problem for several years. Two prin- 
cipal systems have been developed 
which, it is hoped, will permit blind 
landing under conditions of almost 
complete fog. 


The first is an instrument landing 
system in which a radio beam is trans- 
mitted from the airport runway at 
the angle which a plane would use in 
approaching the runway. The pilot 
is able to follow this localized glide 
path beam by means of his instru- 
ments, and the beam will bring the 
plane to within a few feet of the 
ground. This system now is being in- 
stalled by the Civil Aeronautics Ad- 
ministration at most of the major air- 
ports in the United States, and it is 
anticipated that instrument landings 
will be made much more safely and 
more rapidly by the time another sea- 
son of bad weather approaches. 


The second landing system which 
has been developed is known as 
“ground-controlled approach”, and 
was used extensively by the Army to 
“talk in” aircraft which were lost in 
the clouds and fog. This system 
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makes use of radar and two scopes. 
By means of the scopes the ground 
operator is able to determine the exact 
location of all aircraft within six to 
thirty miles of the airport. This sys- 
tem now is being installed at the New 
York, Chicago, and Washington air- 
ports, to be used in conjunction with 
the instrument landing systems. This 
permits the tower operator to see the 
aircraft on the scopes, and to advise 
the pilot if he is deviating from the 
proper approach position. It also will 
permit the operators to keep planes 
safe distances apart, and to avert col- 
lisions. 


Installation of instrument landing 
equipment has been delayed by sev- 
eral factors. There has been a great 
deal of argument between the propo- 
nents of the instrument landing sys- 
tem and the people favoring the 
ground-controlled approach system. 
Some airline pilots have objected to 
the ground-controlled approach sys- 
tem on the basis that they did not 
wish to have their safety depend upon 
operators on the ground who might 
make a mistake. Military pilots who 
have used the ground-controlled ap- 
proach system under extremely diffi- 
cult weather conditions have been 
high in its praise. 


Ground - controlled approach sys- 
tems are expensive, and the three sets 
of radar equipment now being in- 
stalled at New York, Chicago, and 
Washington are valued at more than 
$500,000. These three sets are being 
provided by the Army Air Forces. 


The instrument landing system re- 
quires special equipment in the air- 
plane itself, whereas the ground-con- 
trolled approach system requires only 
that the airplane have a radio sending 
and receiving set, in addition to the 
basic instruments required for blind 
flying. It can be anticipated that 
private planes, as well as scheduled 
airliners, eventually may be able to 
fly blind without all of the highly ex- 
pensive equipment presently required 
in planes equipped to fly in the clouds. 
The result will be greater utility for 
aircraft and greater safety for the 
planes, their contents, and the prop- 
erty below. 
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XPANSION from year to year 

of the volume and complexity of 
the business, and the tendency of the 
supply of skilled personnel to fail to 
keep pace with the demand, quite nat- 
urally has led to a growing interest 
in education for fire insurance and 
casualty insurance careers. Both in 
the universities and in the insurance 
business, however, there has been con- 
siderable confusion as to. the lines 
along which insurance education 
should be pursued. There has been 
greater confusion among students in- 
clined to prepare themselves for ca- 
reers in insurance. 


One of the most interesting outlines 
which has been developed to answer 
some of the questions asked was pre- 
sented several weeks ago by Dr. Dav- 
id McCahan and Dr. Harry J. Loman 
of the Wharton School of Finance 
and Commerce of the University of 
Pennsylvania, at the annual meeting 
in Philadelphia of the American As- 
sociation of University Teachers of 
Insurance. Terming their joint report 
“College Education for Insurance: A 
Minimum Program,” the two well- 
known insurance educators went into 
considerable detail suggesting the sub- 
jects which those considering insur- 
ance as a career should attempt to 
master. 


The program which they suggest 
would be built around a number of 
basic or “core” courses. ‘Since the 
program is designed for collegiate in- 


INSURANCE EDUCATION: 





stitutions,” the report declared, “those 
who complete it at the undergraduate 
level presumably will receive degrees. 
3ut the minimum program does not 
include the cultural courses that insti- 
tutions normally require. . . . Instead 
these courses are taken for granted, 
and since our specific minimum pro- 
posals can be completed within sixty 
semester credits of academic credit 
work, we shall assume that the others 
can be included without difficulty in 
another sixty credits, or a total of 120 
semester credits, which is the normal 
minimum required for an undergrad- 
uate degree.” 


These ‘core’ courses, with the 
number of hours of class work re- 
quired in each, would be: Principles 
of Economics (60) ; Principles of Ac- 
counting (75); American Govern- 
ment or Business & Government 
(60); Ilements of Commercial Law 
(60) ; Principles of Organization and 
Management (60); Elements of Sta- 


tistics (00); Money and Banking 
(45); Corporation Finance (45) ; 
Fundamentals of Insurance (60); 


Economic Problems (60); Advanced 
3usiness Law (60) ; English Compo- 
sition and Letter Writing (60) ; and 
Public Speaking (39). 


Not included in the minimum pro- 
gram, but strongly recommended in 
the educators’ report, are three sub- 
jects each of which would require 
thirty hours of class work—Principles 
of Taxation, Principles of Business 
Psychology, and Social Problems and 
Social Legislation. 


For those specializing in property 
and casualty insurance an additional 
180 class hours of work in insurance 
subjects is required. The objective 
would be to provide the student with 
an advanced and thorough knowledge 
of each of the topics covered in the 
earlier survey course on Fundamen- 
tals of Insurance. 


Completion of the advanced work 
would give the student, in theory, a 
complete understanding of the need 
for each of the various kinds of cov- 
erage, the way in which the different 
contracts attempt to meet these needs, 
the extent to which they are successful 
in doing so, the reasons for their lim- 
itations, and how to adapt and fit the 


contracts to the various economic 
needs in an effective and acceptable 
manner. He also would have acquired 
a knowledge of the functioning of the 
institution of insurance as a unit, and 
as it is related to the rest of our 
economy. 


Each coverage would be examined 
separately and collectively from the 
standpoint of the nature of the hazard 
or hazards for which each was design- 
ed. For each contract this would in- 
clude analysis and interpretation of 
the insuring clause, its wording, in- 
tention and meaning; an analysis and 
interpretation of the other policy con- 
ditions, terms, privileges and obliga- 
tions imposed on the insurer and the 
insured, with the reasons for each; 
the similarities, differences, and over- 
lappings of these contracts, and the 
methods for modifying, extending, 
and limiting them; underwriting and 
selection, its functions and methods; 
agency and brokerage; rate making 
principles, problems and methods of 
manual, schedule and merit rating; 
loss adjustment, policy conditions that 
govern, problems and methods of 
claims settlement; nature, purposes 
and calculation of reserves ; compari- 
son of characteristics and methods of 
each of the types of carriers with the 
reasons for their special importance 
in certain fields; functions and meth- 
ods of reinsurance; insurance sur- 
veys ; financial statement analysis ; loss 
prevention, the nature and extent of 
the problem in home, industrial and 
public accidents, the methods avail- 
able and in use to attack the problem, 
the evaluation of the progress that 
has been made by the various loss 
prevention efforts; company organ- 
ization and _ operation, including 
branch offices; cooperative and inter- 
company organizations, their purpose, 
methods and accomplishments; and 
state regulation and supervision, the 
need for it, the methods and processes 
used, and the results achieved. 


“Tt is not to be expected that the 
student who has pursued a program 
such as that outlined will be fully 
equipped upon its completion to as- 
sume important responsibilities in in- 
surance work,” the report stated. “No 
matter how talented he may be in his 
personal qualifications, how well the 
educational institution may have met 
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its responsibilities, or how thorough- 
ly the student may have mastered the 
subjects he has studied, he will need 
specific training for, and possibly on, 
the job which he is to do. This is a 
matter of supplementing his under- 
standing of the ‘whys’ with knowledge 
and skills in the ‘hows’—of learning 
practices as well as principles—of ac- 
quiring facility in applying those prac- 
tices efficiently and intelligently. In 
a broad sense the education which he 
has received in various areas of sub- 
ject matter is directed through train- 
ing to performance. It is a process of 
combining ‘thinking’ and ‘doing’. 


“The type of educational program 
presented has as its objective the prep- 
aration of persons for various areas 
of business operations in insurance. 
3ut it cannot do the entire job, and 
must therefore be supplemented by 
other training. The functions to be 
performed within this broad range 
mentioned will not be uniform—and 
the special training necessary to fit 
the individual to exercise all of those 
functions cannot be standardized. 
Moreover, even if those functions 
could be broken down into more or 
less related groups, a single training 
program would not wholly suffice. 
There would still be the need for gear- 
ing it to the operating procedures and 
special practices of particular compan- 
1es. 


“Colleges and universities are not 
prepared today to take over even 
that portion of this specialized train- 
ing program for which there may be 
important common denominators. As- 
sumption of this function may come 
in course of time just as it has in var- 
ious professional schools, such as 
those for medicine, dentistry, law and 
teaching, where the school itself be- 
gins to effect the transition from 
‘thinking’ to ‘doing’ before the student 
is finally placed on his own. Until the 
day comes when more specialized 
training is feasible, industry must as- 
sume the responsibility for handling 
the training process itself. However, 
the greater the extent to which indus- 
try and education comprehend the na- 
ture of their joint problem in provid- 
ing adequate preparation, recognize 
the respective part which each should 
play in the entire process, and coor- 


dinate their respective activities, the 
more economical, efficient and gener- 
ally satisfactory is the result likely to 
be. One of the aims of this paper is 
to help in furthering cooperative en- 
deavors in these directions. 


“The specialized training of persons 
who expect to engage in sales and 
service activities involves special prob- 
lems. In the first place, the cases or 
problems which they handle are likely 
to have many constantly changing 
facets which render difficult the appli- 
cation of uniform techniques or pro- 
cedures and baffle the trainer who 
would like to reduce his task to drill- 
ing the trainee in standardized rou- 
tines. The more complex the given 
situation which a person is being 
trained to meet, the more difficult it is 
to set up a satisfactory training pat- 
tern of a highly specific character. 
And the more frequently the factors 
in a given complex situation tend to 
change, the greater the variety of the 
difficult training patterns. Specific 
training for every situation becomes 
an impossibility, and reliance upon 
knowledge, analysis of cases, orderly 
thought, experience and judgment as- 
sume greater significance. 


“Tn the second place, the person en- 
gaged in sales or service functions is 
dealing with others and must develop 
skill in handling human relations. 
Training to perform a routine me- 
chanical job where the machine always 
can be expected to react in a given 
way is one thing. But training to deal 
with persons who may react in divers 
and often unexpected ways is quite 
another. Moreover, unless that train- 
ing is reasonably effective, the trainee 
is decidedly handicapped in using his 
abilities for the best interests of the 
prospect or policyholder. 


“Finally, the person to be trained 
in sales and service work cannot be 
kept under the close supervision to 
which a person in office work normal- 
ly would be subject. He is more or 
less his own boss, frequently will de- 
termine his own working hours, set 
his own pace, and often be uncritical 
as to his own rate of progress. 


“Factors such as the ones just 
enumerated lead us to suggest that 
when industry brings graduates of 
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collegiate schools of business into 
their sales and service ranks, they give 
particular attention to the following 
considerations in their training pro- 
grams: 


(1) Emphasize high quality of serv- 
ice, and incorporate into the training 
program the types of instruction nec- 
essary for developing the skills and 
techniques to render this efficiently. 
(2) Emphasize the desirability of 
handling human relations smoothly, 
and incorporate into the training pro- 
gram the.types of instruction neces- 
sary for developing ease and effective- 
ness in dealing with people and in 
broadening the field of one’s contacts. 
(3) Emphasize sound work habits, 
and incorporate into-the training pro- 
gram the techniques which will tend to 
assure these. 


“Tn conclusion it should be noted 
that education and training cannot 
produce desirable results unless ap- 
plied to desirable people. But given 
individuals with a satisfactory quota 
of requisite personality characteris- 
tics, plus education in the fields cov- 
ered by the educational program here 
outlined, plus training along the lines 
suggested, the law of average may be 
expected to do the rest. And whether 
the ultimate results be measured in 
terms of insurance sold, services ren- 
dered, mental satisfactions of career 
insurance men or good will of the 
public, they should be highly satis- 
factory.” 
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Reasons for Hotel Fire Deaths 
Analyzed at NFPA Conference 


Fire Insurance Companies Urged to Insist on Correction of 
Dangerous Conditions Instead of Assessing Rate Penalties 


HE double objective of keeping 

public interest high in the poten- 
tialities for loss of life in hotel fires, 
and of focusing attention upon the 
task of developing a model hotel fire 
protection law which has been under- 
taken by state fire marshals, was rea- 
sonably well served by the National 
Fire Protection Association’s one-day 
national conference on hotel fire safe- 
ty held at Philadelphia January 16. 
The meeting was heavily attended by 
fire protection leaders from through- 
out the United States, and there was 
thoroughgoing discussion of the prob- 
lems which have been brought into 
sharp relief by the past year’s disas- 
trous hotel fires in Chicago, Dubuque, 
and Atlanta. 

“We hope to engrave indelibly the 
tragic lessons of these hotel disasters 
on the American mind, and to set up 
adequate safeguards to prevent their 
repetition,’ said National Fire Pro- 
tection Association general manager 
Percy Bugbee, in opening the confer- 
ence. “The disastrous Iroquois 
Theater fire in Chicago in 1903 led 
to the asbestos curtain, protection of 
stage areas with automatic sprinklers, 
and stationing of uniformed firemen 
during theater performances. The 175 
victims of the Collinwood School fire 
in Cleveland in 1908 brought about 
the general use of panic hardware in 
schools, and the universal system of 
school fire drills. The 1929 Cleveland 
Clinic fire, with its 125 dead, led to a 
general fire consciousness on the part 
of hospitals. The 125 victims on the 
S. S. Morro Castle brought about bet- 
ter marine fire safety conditions. The 
Cocoanut Grove fire in Boston, with 
its nearly 500 dead, brought about a 
wave of night club inspections and 
legislation. The fire hazard apparent 
in circus operations did not receive 
much attention until the Hartford 
circus fire. Now the matter of life 
safety from fires in hotels is upper- 
most in the public’s mind.” 


He held that a principal aim of the 
conference was to forestall unreason- 
able and unenforceable new fire laws, 
but to support intelligent legislation 
that could be backed by proper en- 
forcement and an informed public 
opinion. The tentative hotel fire safe- 
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Evidence of the extent to which combustible wall coverings supported the Winecoff Hotel fire 
surrounds this Atlanta fireman, who is shown looking up the hotel’s single stairway. 


ty report that has been drafted by the 
Fire Marshals Section of the Nation- 
al Fire Protection Association was 
discussed by Iowa Fire Marshal John 
W. Strom. It makes such points as 
the necessity for: protection of ver- 
tical openings such as elevators and 
stairways, so that spread of smoke 
and heat from floor to floor will be 
prevented and the spread of fire de- 
layed to permit evacuation of occu- 
pants ; arrangements for automatic or 
manual detection of fires by means of 


frequent watchman service or auto- 
matic fire alarm equipment, so that 
the fire department will be notified 
immediately before the fires have a 
chance to spread; providing at least 
two safe means of exit from all build- 
ings, and the ventilation of such stair- 
ways so that they are safe to use un- 
der all fire conditions ; and installation 
of automatic sprinklers in all hotels 
of more than two stories where the 
interior construction of the building 
is of combustible material. 
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Probably the most interesting fea- 
ture of the meeting was the first-hand 
reports given upon the fires in the 
Winecoff Hotel, Atlanta, the Canfield 
Hotel, Dubuque, and the Hotel La 
Salle, Chicago. James K. McElroy, 
National Fire Protection Association 
staff engineer who investigated these 
disasters at the times they occurred, 
declared that the loss of life was due 
primarily to two factors: the effect of 
over-confidence in a type of structure 
commonly referred to as fireproof, 
and delayed discovery and delayed re- 
porting of the fires to the fire depart- 
ments. 


Common factors in all three cases 
were lack of planning by hotel man- 
agement for handling emergencies, 
delayed notice by telephone to fire de- 
partments, and belief that because the 
buildings would not burn the fact 
that their contents would burn was of 
minor importance. There were large 
amounts of combustible material with- 
in the basic structure of each of the 
three buildings ; all of them contained 
unprotected vertical openings ; wood- 
en doors and wooden transoms per- 
mitted entry of fire into rooms. 


He emphasized, however, that the 
recommendations usually made by fire 
protection engineers in insurance in- 
spections would not have prevented 
the loss of life. In none of the three 
cases did poor housekeeping, lack of 
fire extinguishers, or special hazards 
have any effect upon the loss of lives. 
He felt that fire inspectors tend to 
pay too little attention to low hazard 
occupancies, such as hotels. 


N commenting on the Winecoff 

Hotel fire, he said: “The original 
owner and his wife died in the fire, 
and the architect had died earlier. It 
would be useful to learn from them 
the considerations which had prompt- 
ed the erection of a hotel on the smali 
area site. The building exit require- 
ments of the 1911 building code per- 
mitted economies in building exit 
costs, and therefore additional rental 
return from guest rooms in the hotel, 
where space limited the number of 
rooms to fifteen per floor. At an 
estimated $2 per night gross return 
for the one room on each floor needed 
to provide a second means of egress, 
over $300,000 in gross return during 
thirty-three years was available to the 
owners. The death of the principals 
makes it impossible to determine 
whether or not the fire insurance rat- 
ing organization which had jurisdic- 
tion was consulted by the architect to 
determine, in advance of design and 
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First of the heavy loss-of-life fires struck in Chicago’s Hotel La Salle in June, 1946. Remnants 
of the wood panels which helped the blaze along are visible in this view of the main Jobby. 


construction, the additional fire insur- 
ance costs to be charged throughout 
the life of the building because of the 
proposed lack of protection for the 
single unprotected vertical stairway 
opening. Perhaps the usual choice 
was made by the owner that he would 
pay the additional costs in fire insur- 
ance premiums in lieu of protecting 
the opening. Had he elected other- 
wise the loss of life which occurred 
in 1946 would almost certainly have 
been minimized and the fire confined 
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to the floor of origin, regardless of 
the provisions of the Atlanta building 
codes. In any event the owners of the 
hotel paid the deficiency insurance 
charges for the unprotected stairway 
through all the years, no doubt over- 
confident in the structure, as they 
advertised it as ‘Absolutely Fire- 
proof’.” 


He raised the question of whether 
fire insurance companies are justified 
in permitting hotel and other occu- 
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pancies where life may be endangered 
to take a penalty in the fire insurance 
rate, rather than to insist on the cor- 
rection of deficiencies which may re- 
sult in the loss of life. He suggested 
that fire insurance companies have an 
important obligation to the public, 
and that they should insist upon the 
correction of such hazards. Fire pro- 
tection engineers, he held, have failed 
to get their story across to owners of 
public buildings, and to the public it- 
self; had they convinced the owners 
and the public in this case of the 
importance of fire protection, the cor- 
rections could have been made and 
the loss of life prevented. 


Chicago Fire Marshal Anthony J. 
Mullaney asserted that in the Hotel 
La Salle fire a bartender squirted 
water from six seltzer bottles on the 
blaze before the hotel engineer in the 
second basement was notified. Fifty 
pieces of apparatus were en route to 
the fire within four minutes after it 
had been reported, but although it was 
brought under control from the inside 
in twenty-eight minutes, sixty-one 
lives were lost. In another Chicago 
hotel fire fourteen empty fire extin- 
guishers collected from five floors 
were found at the site of the blaze 
by the fire department when it arrived 
obvious evidence that reporting the 
fire had been delayed. 


In discussion which followed Sam- 
uel J. Pope of the Boston Hotel Asso- 
ciation, former Boston fire chief, 
stressed that hotel fire regulations 
must be within reason; he recom- 
mended quiet approaches by fire 
equipment, both to hold down panic 
and to encourage hotels to report fires 
promptly. Manager George Mears of 
Philadelphia’s Hotel Benjamin Frank- 
lin asserted that smoking in bed, and 
throwing cigarettes and matches into 
wastebaskets, were the leading causes 
of hotel fires. Use of fiber glass drapes 
was credited with cutting drastically 
the damage done in that hotel by 
waste basket fires. 


North Carolina Fire Marshal Sher- 
wood Brockwell held that fire protec- 
tionists have in the past over-empha- 
sized building construction and under- 
emphasized the importance of com- 
bustible contents. He said that one 
cord of pine wood can produce suffi- 
cient smoke to make the corridors of 
any hotel uninhabitable, that the wood 
in the chairs and tables of any banquet 
hall, lobby, or store-room is much 
greater than one cord, and that every 
hotel in the country has enough com- 
bustible material in it to make the 
hotel untenable if the smoke and 
fumes of a fire are permitted to go 
throughout the building unchecked. 
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IN THE LEGISLATURES 


(Continued from page 14) 


adequacy and unfair discrimination, 
and that the plan well may fail to 
meet the tests of the Federal Trade 
Commission and Robinson-Patman 
Acts. 


The Rhode Island plan would also 
permit any carrier to use the rate used 
by any other carrier as long as its 
financial stability is not endangered. 
Another provision would permit a 
non-participating company to use the 
same net rate as a participating car- 
rier—that is, the participating car- 
rier’s filed rate less dividend—pro- 
vided the non-participating carrier’s 
financial stability is not impaired. 
That the two latter proposals would 
encourage unfair discrimination is ob- 
vious. That they would permit cut- 
throat competition is equally obvious. 
That they would meet the test of 
adequacy of -regulation is doubtful, 
to state it mildly. 


T is impossible to deal briefly with 

the subject of the All-Industry 
Bills, and alternative plans, and do 
them full justice. I have in truth but 
touched some high spots, extended 
and discursive as my remarks may 
seem to be. 


Permit me to say that the All-In- 
dustry Committee which, with the In- 
surance Commissioners’ Committee, 
developed the All-Industry Bills, pro- 
fesses to be no super-body, nor pre- 
tends to know all, that is to be known 
concerning the subjects with which it 
has dealt. The Committee has ap- 
proached and carried out its tasks 
with realization of their importance 
and their difficulty. It has had avail- 
able the services of able men, dis- 
tinguished in the law, versed in the 
intricacies of rate making, experi- 
enced in every phase of the insurance 
business, practiced in the task of in- 
surance supervision, men who have 
worked toward one end—a practi- 
cable, fair, and workable solution of 
the problems resulting from the S. E. 
U. A. decision. It has no whit of 
authority in presenting its work to the 
states for the sovereign consideration 
of the states, except the authority to 
speak for itself. Yet, may I respect- 
fully suggest, its labor of eighteen 
months should not be lightly cast aside, 
especially for proposals mentioned, 
which have been fully and fairly con- 
sidered by the All-Industry Commit- 








tee, and by it rejected, not capricious- 
ly, but because of inadequacies, of 
some of which I have spoken. 


In the Constitution of the National 
Association of Insurance Commis- 
sioners we find the following: 
“Article 2. Object: The object of this As- 
sociation shall be to promote uniformity 
in legislation affecting insurance; to en- 
courage uniformity in departmental rulings 
under the insurance laws of the several 
states; ...” 


In the All-Industry bills there is 
offered a pattern of flexible uniform- 
ity to be applied to a business which 
is not merely local, but is national and 
international in scope. Under that pat- 
tern, if adopted by the states, the 
Commissioners’ objectives can be 
reached. They can never be reached 
if every state, in splendid isolationism, 
goes its own way. This is no time for 
rugged individualism. This is a time 
for unity. 


Never before have the forty-eight 
states had such an opportunity to 
demonstrate that the respective eco- 
nomic interests of states and nation 


can be accommodated one with the | 


other. Not only is that opportunity 
unique ; it may be the last opportunity, 
if the challenge is not wisely and fully 
met. 


The Honorable Hatton Sumners, 
Chairman of the Committee on the 
Judiciary of the United States House 
of Representatives, in debate on the 
bill that became Public Law 15, said: 
“. . . Iam one of those who regret this 
shift of governmental responsibility. I 
know it is not an easy job. A good many 
people in this country, however, feel the 
time is at hand when the states should have 
some hard, tough meat to chew on if they 
are to retain their governmental teeth. 

” 


The All-Industry bills, if enacted 
into law, will preserve every right of 
honest competition that any insurance 
carrier now has. They will preserve 
the status and rights of the conscien- 
tious agent and the honest broker. 
They will preserve the competitive 
balance between carriers, bureau and 
non-bureau. They will prevent cut- 
throat competition and ruinous rate 
wars. They will permit necessary co- 
operative practices and concert of ac- 
tion under adequate regulation. They 
will give full play to independence of 
operation under a sufficient minimum 


of regulation. They will, I submit, | 


serve the public interest. If the bills 
are not the only answer to the chal- 
lenge of Public Law 15, they are as- 
suredly the best and the fullest an- 
swer yet proposed. They deserve, | 
believe, the earnest study and the fa- 
vorable consideration of lawyer, lay- 
man and legislator. 
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CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 





LUM 











INDIANA LUMBERMENS MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMENS MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMENS MUTUAL FIRE INSURANCE CO. 
OF PHILADELPHIA 


NATIONWIDE INSURANCE 








Gale & Stone, Boston — Mutual Insurance Bureau, Philadelphia — Lumbermens Mutual Insurance 

Agency, Inc., Mansfield, Ohio, Pittsburgh, Penna—Lumbermens & Manufacturers Mutuals, Inc., 

James S. Kemper, Mgr., Chicago, Milwaukee, Minneapolis, Omaha — Associated Mutuals, Inc., 

Atlanta, Ga. — Lumber Mutual Agency, Indianapolis, Memphis, Dallas, Kansas City — 
Martin Agency, Seattle. 











The Policy Back of the Policy—Our way of doing business 
that makes your interests our first consideration 


ELPFUL service to policyholders is one of the 

cardinal principles of the mutual plan of 
insurance. A well-rounded insurance program 
calls for sound, economical protection — plus 
complete, dependable service. 


Mutual companies — such as Hardware Mutuals 
—give policyholders fast, friendly, per- 
sonal service. Expert assistance in solv- 
ing insurance problems is made easily 
available to policyholders. 


A good example of the valuable serv- 
ices mutual companies give policyhold- 
ers is Hardware Mutuals unique Indi- 
vidualized Engineering Service which 


People everywhere are becoming increasingly 
aware of the advantages of insuring in companies 
organized solely to serve policyholders. Mutual 
companies—such as Hardware Mutuals—are at- 
tracting more and more policyholders because 
they provide better insurance protection and serv- 
ice at low cost. 


Automobile, Workmen’s Compensation and other forms of 


non-assessable Casualty and Fire Insurance 


Hardware Mutuals 


FEDERATED HARDWARE MUTUALS 


Hardware Dealers Mutual Fire Insurance Company, Home Office, Stevens Point, Wisconsin 
Mutual Impl. Company, Home Office. Owatonna, Minnestta 


HARDWARE MUTUAL CASUALTY COMPANY 
Home Office, Stevens Point, Wisconsin 


‘does much to reduce the hazards of 
fire and accidents. This cuts down 
losses and helps keep the net cost of 
insurance low. 
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